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A luxury car but nota luxury price! 


THIS SPECIAL extra-long-wheelbase Studebaker is well- no taxing of your strength and patience when parking ot 


threading through a traffic stream. 


named the Land Cruiser. 
World’s first car with nylon upholstery, this Land 


It floats across the miles so smoothly, you seldom feel 
even the symptoms of fatigue on a day-long drive. Cruiser is just one headliner in a star-studded presenta- 


But for all its “upper bracket”? look and luxury, this d 


tion of far-advanced Studebaker sedans, coupes anc 
convertibles. 
Be sure to see all these Studebaker style stars. Thei: 


look is now the new goal of all truly modern car design. 


Land Cruiser is priced well within the bounds of moderation. 
What’s more, there’s no excess bulk in those low-swung, 


impressive contours. That means no wasting of gas—and 


STUDEBAKER 


First in style... first in vision... first hy far with a postwar car © .83.Tseiss 
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YOU CAN 4 


There is a way to stop inflation— 


4 


Machines 








E HAVE high prices (inflation) 
today because there is more 
money than goods in people’s hands. 


Since nobody wants to surrender 
or lose his money, the only cure for 
high prices is more goods. 


The only way to get more goods 
is better machines, efficiently used to 
produce more. 


If you work in metal, you can 
machine it better, faster, for less with 
Warner & Swasey Turret Lathes, Auto- 
matics and Tapping Machines. That, 
and the use of other modern machines, 





is the way to cure inflation. 
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YOU CAN MACHINE IT BETTER, FASTER, FOR LESS WITH WARNER & SWASEY TURRET LATHES, AUTOMATICS AND TAPPING MACHINES 

















AUBEUFFSATOBERIIN?: ... 5.0 5scs.ccsscse8 Patt 
Russia cannot dislodge Western repre- 
sentatives from Berlin short of war, if 
they are determined to stay. But the 
Russians can give the orders in the city 
any time they persist in a rail and water 
blockade. The showdown may well come 
with cold weather. Then the best air- 
cargo fleet in sight won't be able to ferry 
enough food and coal to Germans in the 
Western sectors of the capital. 


STAUINETHTO (FEUD..........:...0.000000000 P.14 
Yugoslavia shows how to go against the 
Moscow line. Factions, discontent and 
national spirit set up conditions for revolt 
in other satellites. But, even if Soviet 
military control quells open opposition 
elsewhere, Marshal Tito’s defiance weak- 
ens the solid Communist front toward 
the West. 


SNAG FOR FAR-EAST TRADE........ Pai7 
Dollar resources are drying up across the 
Pacific, and that means the end of a 
record boom in U.S. sales. This article 
tells, country by country, what to expect 
when Oriental buyers turn from luxuries 
to machinery. 


VICE-PRESIDENTIAL JOB................ Pg 
Earl Warren probably will have to be 
satisfied with a trouble shooter's job if 
he becomes Vice President. The Hoover 
commission, studying plans to streamline 
the executive branch, finds that man- 
aging the Adminstration for the President 
would clash with duties of presiding over 
the Senate. Other ways of lightening the 
President's load are being sought. 


FEDERAL WORKERS‘ OUTLOOK....P. 21 
Most federal workers will keep their jobs 
in any change of Administration. Wide- 
spread changes are likely only at the top 
and just below. U.S. News & World 
Report tells what is to be expected for 
each type of employe. 


News within the News 





MR. TRUMAN VS. REVOLLT............ P. 24 
President Truman defies all demands that 
he withdraw from the race for nomina- 
tion, and he is going over the list of 
possible running mates to attract the 
Southern or Western votes. His lieuten- 
ants claim a majority for the-first ballot. 


DEWEY METHODS: A CLOSE-UP....P. 26 
Methods Thomas E. Dewey will bring 
to Washington if he is elected President 
are those he has used in administering 
the government of the State of New York. 
He works with a carefully selected team 
of executives. Decisions are made to- 
gether in private and are carried out 
with dispatch. This article explains how 
the method will apply to the federal 
establishment. 


LESSON FOR COMMUNISTG........ P. 59 
Full text of the Cominform’s indictment 
against Yugoslavia’s Marshal Tito shows 
what it takes to be a good Communist 
ruler, from Moscow’s point of view. 
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Telephone Relay 
about 3/5 actual size 





VOOO tira Wek 


sir, Beth 
1, Millie 
Knutson 


ctor HEN you drop a nickel in a pay station and dial a call 
sshinghil —or dial from home or office—as many as 1000 telephone 
London 4 relays go into action. 

Editor bi 

ws Edit Ti ae ss : The relay is the little device illustrated above—an electrical 
industry | =F switch that works far faster than you can wink. You probably 
re (a — don’t know it exists. But you couldn’t make a telephone call 


without it. 
KYO, 
Phese relays leap into service when you telephone, opening and 


) . ° ° - “We . . ° . . 
closing circuits. They operate millions of times in their lifetime. 


11 Europe | 
Near Eost 


For Ect |e ee - 2 ? , 

te. Brat — ’ Bell Telephone Laboratories designed this relay and some of 
the Laboratories’ best scientific minds are spending all their 

time improving it. 


Is it worth while to assign such great talent to so small a device? 


Here is the answer: There are more than 100,000,000 relays in 


sing * : ‘ : : 3 
les Mo. i a ted the Bell System and they represent one dollar out of every six 
10, N ’ eee y . . . 
spent for equipment in dial telephone exchanges. 
y Director < aan 
iil : i . r . 
“a : a Design changes by Bell Telephone Laboratories have already 


saved millions of dollars in cost and greatly improved telephone 
service. It is this kind of research, especially in a time 

of rising costs, that helps keep your Bell System 
telephone service low in price. 
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sa be BELL TELEPHONE LABORATORIES A great research 
inion a — : organization, working to bring you the best possible 
e ' : 

rola ; ‘ telephone service at the lowest possible cost 
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The March of the News__ 


. U.S. Pat. 


Politics. The Democrats preparing for 
their turn at the demonstrations, shout- 
ing, oratory, television and heat 
Last-minute efforts by Southerners and 
city-organization leaders to persuade 
President Truman to withdraw ... A 
row brewing over the platform’s civil- 
rights plank . . . Another over the vice- 
presidential nomination . . . James 
Roosevelt, taking over the California 
delegation, noncommittal about support- 
ing President Truman . . . Lingering 
speculation over whether General of the 
Army Dwight D. Eisenhower would ac- 
cept the Democratic nomination . . . In- 
sistence from anti-Truman quarters that 
the General’s name would be presented 
to the Convention . . . Mr. Truman’s 
managers quietly confident that they 
have the situation in control. 

Governor Thomas E. Dewey and Gov- 
emor Earl Warren planning a smashing 
campaign, to begin soon and_ include 
several cross-country swings by each .. . 
An invasion of Mr. Truman’s own State 
of Missouri under consideration . . .~ 
The two candidates inspecting Mr. 
Dewey’s farm at Pawling, N. Y., while 
Mrs. Warren and Mrs. Dewey try a 
little gardening . . . Governor and 
Mrs. Warren and three of their daugh- 
ters making an evening of it in New 
York, visiting a theater and a night club 

Governor Dewey resting and then 
going back to work in Albany . . . Sen- 
ator Arthur H. Vandenberg, much 
pleased with the ticket, promising his 
enthusiastic support. 


The draft. Young men getting ready 
to register for the draft as in wartime 
days . . . Monthly calls of 25,000 to 
30,000 men expected from October 
through June... An Army of 790,000 to 
be built up by June 30... The Army 
appealing for doctors and dentists to at- 
tend its enlarged ranks . . . Secretary of 
the Army Kenneth Royall assuring po- 
tential draftees that they won't be 
“coddled,” or “kicked around either.” 


World affairs. Speculation in Washing- 
ton as to how the Yugoslav break with 
Moscow can best be exploited . . . Glee 
at signs the Kremlin may be less strongly 
entrenched in satellite nations than had 
been supposed. 

Trouble in Berlin, with the Russians 
again blockading rail shipments of sup- 
plies to the American, French and British 
sectors of the old German capital 
Aircraft mobilized to fly in food and other 
essentials . . . Secretary Marshall assert- 
ing: “We intend to stay.” 


The White House. President Truman 
still taking pot shots at Congress, sign- 
ing bills but objecting to them, too, 





calling Congress “reckless and itTespoy, 
in refusing to provide funds {, 
shaun generating plant for the Tenney, 
Valley Authority .. . 
the appropriation bill for European , 
and calling it, despite House objectiy 
to the amount, 
intentions abroad 
dent, at a press conference, looking rest. 
and natty in a brown and white pip 


Mr. Truman sign) 





shirt and brown necktie 
Truman walking nine blocks to chur 








HORSESHOE & ROSES 
The Deweys and Warrens in a bel 
interlude of quiet before the campoig 
gets under way 





on Sunday morning, surrounded by Sect 


Washington miscellany. New “fF 
tracts signed for Voice of America brit 
r State Department 
pervision provided .. . ” 
ficially crediting the late President Fru 
lin D. Roosevelt wih having oe 


famed raid « on 9 ig 
Department trying to encourage oa 
of relief packages | to China and much 
Europe, by cutting the postal rate . 
Top Government oil experts foresee! 
no gasoline shortage for this summé 
but not altogether optimistic abeut tl 
winter's outlook on fuel oil. 
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a. brie : : : 
me No waste motion! No waste time! No rehandling of 


figures from start to finish! This Burroughs Calcu- 
lator is the on/y calculator that shows results of indi- 
vidual extensions and then remembers them to give 
automatic grand totals or net results. Find out how 
the Burroughs Calculator with exclusive ‘““memory”’ 
dials saves 15% to 40% in calculating time for 
thousands of concerns. Find out how it can speed 
and simplify your invoicing, payroll and other 
calculating work. Call Burroughs. Burroughs Add- 
ing Machine Company, Detroit 32, Michigan. 
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HOTEL PENNSYLVANIA 








Fretful Fred and family found a swell surprise in store 
e when on their journey they drove up to Pennsylvan- 
ia’s door—a brand-new Statler service, one to win a 
traveler’s praise, a friendly “Service Aide” was there 
to help a hundred ways. 

















2 The “Service Aide” took charge of things; Fred didn’t 

e have to fret. Their spacious rooms were lovely, just 
the kind they’d hoped to get. Like all the Pennsylvania 
rooms, they had those famous beds with all eight 
hundred springs and more for travel-weary heads. 














3 She knew the sights they ought to see and told them 

e how to go, and she helped Fred and Mrs. Fred select 
their evening’s show. She got a sitter for the kids so 
Mom would not be nervous, and took their pictures 
when they asked. (Another Statler service.) 
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A Pennsylvania breakfast set the traveling family 

e cheering. “I’m really sorry,” Fred exclaimed, “the 
time to leave is nearing, for everything at this hotel— 
the meals and bath and bed— has exceeded expecta- 
tions!” ... “I agree!” cried Mrs. Fred. 

















5 The “Service Aide” was right on hand to wish them 

e all farewell. She helped them plan the route to take 
and gave them maps as well. “No wonder travelers 
all,” cried Fred, “rate Statler with the best, for these 
hotels sure make you feel you really are a guest!”’ 
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THE STATLER HOTEL IN 
Oppesite Rnnsytvana 











DIRECT UNDERGROUND PASSAGE 
FROM PENNSYLVANIA STATION 


P. S. Now you can make your reservations by teletype: 


OTEL 
VANIA 
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NEW YORK 


Malion, 
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Complete teletype service is now in operation in every 
Statler Hotel. For immediate replies, without uncer- 


tainty, use the teletype service near you. 
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At the halfway mark, looking ahead through remaining 1948 months: 
Boom is to go on. A boom upset is unlikely until 1949, if then. 
Boom records are to be set in wage rates, prices, trade, production. 








re: Boom momentum will continue so long as Government steps up the flow of dol- 
adi lars, so long as money is kept free and easy, as it will be for a while longer.. 
ight Boom's end is to be signaled by credit tightening, spending cuts. 
There is nothing in the outlook for the next few months that suggests a 
start of trouble, much that suggests more bolstering of the boom. 


Things are going to cost more as the year wears on. That's true. 

Cost of living will rise slowly but surely. Living costs will probably 
rise 6 or 7 per cent over the year ahead, will squeeze many people. 

Food may not cost much more. Meat will be more expensive. So probably 
will milk and butter. But some other things will be less expensive. 

Most clothing items will hold with little if any rise. 

Shoe prices are unlikely to rise much if any. 

Rents, however, are going up. All kinds of household equipment are being 
priced higher. Utility costs can't always resist the trend upward. 

Cost of building keeps edging higher. Lower costs are not yet in sight. 

People are to have more and more money to spend as 1948 wears on, so that 
rising prices are not likely to choke the boom this year. Wages and salaries are 
being raised for millions. Taxes are reduced, adding billions to spending power. 
Dividend payments are in a rising trend. Profits of industry are high and are 














nily largely being plowed back into new plant and equipment, thereby going into the 
‘the stream of income instead of being sidetracked. Armament spending, aid for other 
el— nations are in a rising trend that will reach its peak in 1949. 

ay Trouble very probably is piling up for the future as the boom expands. 


Over the shorter range, the outlook is for good times, for more prosperity. 


War is not likely to upset the postwar boom. 

War over control of Berlin is not a likely prospect. 

War threats, war scares are to bob up, but not war itself. 

War, when and if it comes, will come when Russia wants it, not before. 

In Berlin, Russia can gain her point without war, so why fight? Russians 
can make so difficult and expensive the problem of supplying Berlin that, in the 
end, U.S. and Britain will be forced to let Russians take over, will have to 
confine themselves to maintaining their own troops in the area. 











War talk, nerve wars, tension, will be a continuing thing through 1948. 

War itself will not come until one side or the other thinks it can win. 

War now would settle nothing much. 

What's happening is that the world is being divided in two. The process of 
Setting up two worlds is difficult, dangerous, subject to strains. Berlin is 
; deep in the part of the world Russia is taking over. U.S.-Britain-France have 
a troops in that part of Russia's world, but lack a land line of supply to Ber- 


lin. The diplomatic planners failed to arrange for that supply line. 
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NEWSGRAM-~TOMORROW--~ (Continued) 


War over Berlin isn't to upset the postwar boom. 





Politics, too, will stir things up, but won't affect the boom. 

Trends in politics aire conservative, not radical; favorable to business. 
not unfavorable. Labor is slipping in political power, management gaining. 

Truman remains the probable nominee of the Democrats, despite a battle. 

Dewey vs. Truman will mean an almost sure-victory for Dewey. 

Eisenhower vs. Dewey, if that should happen, would still not be a pushover 
for Eisenhower. That would be a close one, but Dewey would have the edge. 

Dewey seems to be within six months of the White House. 








A Dewey Administration will be cautious in braking the boom. 

Credit tightening, if applied, will be carefully applied. 

Spending, if cut, will be cut gradually, not abruptly. 

Rearmament will go ahead. So will foreign aid, as matters stand. 

Tax policy will be conservative. Tax-law changes, changes in tax rules, 
not in tax rates, will come early in 1949 and will be important. 

Labor leaders, in a Dewey Administration, will not dominate. 








Strikes, too, are unlikely to be a major upsetting factor. 

Striking is more hazardous for unions than it has been. 

Strikes are to be avoided in most major industries, at least until spring 
and summer of 1949. It is possible that 1949 will be a year of big strikes. 

A strike, as John Lewis has discovered, can be costly and can be lost. 

Labor in 1948 is making important gains in income without strikes. Yet 
gains in the form of wage increases are to be offset in important part by a re- 
sulting rise in prices. Labor in 1949 may run into trouble when it tries to set 
under way Round 4 in the process of marking up wages and then prices. 

Strikes, under present conditions, just add to shortages, which tend to ag- 


gravate the inflation and to feed the boom. 


Shortages, already eased in most fields, will ease further from now on. 

New cars are to remain in tight supply and to be higher priced. End of car 
shortage in relation to demand won't come until the boom itself slows. 

Houses, new houses, will become more plentiful, but high priced. Nearly 
1,000,000 dwelling units will be added in 1948. Old houses at high prices are 
becoming a drug on the market even now in many localities. 

Household equipment is available now, without wait, at higher prices. 

Travel accommodations no longer are scarce. Peonle taking vacations are 
having less trouble this year than last in getting what they want at a price. 

Backlog of demand at a price level a bit lower than the present appears 
still to be immense in a great many lines. If price rises by early 1949 do 
check the boom, chances are that it would catch hold again at a level not much 
lower than the one now prevailing. Demands are far from satisfied. 








Draft is to start slowly, is to take few youths during 1948. 

Draft escapes are many and broad. Draft act is to be a means of joiting 
youths into volunteering more than it is to be a dragnet to draw them in. 

Draft_use, however, will probably become long term, not a two-year plan. 

Draftees in 1948 probably will not exceed 90,000 at 30,000 a month. 











To help the busy reader follow important trends, we extend the 
Newsgram through the magazine by means of brief paragraphs in larger type 


additional coverage of essential news. -- The Editors 
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at the head of each article. Thus we are able to give in Newsgram form 
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Only one tire gives you what hes getting ! 


LET THIS MOTORIST TELL YOU HOW THE FIRST NEW KIND OF TIRE IN 15 YEARS WILL MODERNIZE YOUR CAR! 








R. G. ALDRIDGE, contractor, Kansas City, Kans.: ““My new car 
came equipped with Super-Cushions. I knew they’d make it 
ride smoother, but I got a great surprise when I found out how 
much easier and safer they make a car handle. They really 
hang onto the road. You practically float around the curves— 
no skid or sidesway.”’ 


This remarkable new kind of tire will do wonders for your car, 
too! It’s bigger and softer . . . runs on only 24 pounds of air. 
You'll get a softer ride, less wear on your car, fewer rattles and 
repair bills, greater mileage, blowout resistance! I?t’/l fit the rims 
on your present car—so see your Goodyear dealer today! 
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Millions of Super-Cushions are now in use on new and older cars. 
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: by GOODF YEA 


uper-Cushion T. M.—The Goodyear ‘Tire & Rubber Company 
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LINKS SCATTERED oh 
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FRUEHAUF STAINLESS STEEL TRAILER— 
A FRUEHAUF EXCLUSIVE — COUPLED the Un 
TO A BROCKWAY TRACTOR. Pies 
ance 
dislodg 
ACH YEAR, more belts than enough to reach on the job, making direct deliveries, shortening sans Ci 
half-way around the earth are moved from _ handling time, speeding production processes, and ye - 
" ; ; : . 2 erlir 
the home of Hickok Manufacturing Company, in in every case helping to keep delivery costs at the Russ 
Rochester, to New York shipping centers —all in a minimum. Closer inspection of these vehicles links by 
a fleet of Fruehauf Trailers. reveals that the majority of these Trailers bear — 
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IS PRESSURE AT BERLIN A BLUFF? 
PROSPECT OF SQUEEZE BY SOVIET 


Var over Berlin is not a pros- 
pect. Russian strategy is a slow 
squeeze, not a quick blitz, to get 
control of the city. 

U.S. troops will stay on. So 
will the British and French. But 
Russians can take over, regard- 
less of troops, when they want. 

Showdown may be postponed 
until winter. U. S. can fly in food, 
but cannot fly in enough coal for 
the Germans. That is when the 
real crisis may come. 


The Russians are in a position to 
take real control of Berlin. Troops of 
the United States, Great Britain and 
France will stay on. They cannot be 
dislodged without a war. But the Rus- 
siams can become the masters of the 
city without going to war. 

Berlin is an island in the midst of 
the Russian zone of Germany. All the 
links by land and water with Western 
Germany, a hundred miles away, are 
_in Russian hands. The United States, 
Great Britain and France cannot 
_ supply the needs of Berliners by air 
alone for very long. 

What to expect in Berlin is this: 

Bluffs and gestures on both sides 
jae likely to continue. But, sooner 
or later, the Berlin crisis will boil 
down to fundamentals. 
| War is not likely to ensue in the 

conflict over Berlin, Russia has noth- 
ing to gain from risking war over a 
city that is within her grasp. Western 
powers would lose Berlin at the start. 
There are only 6,500 combat troops 
,of the Western powers in Berlin, 
)while Russia has 18,000 in Berlin, 
300,000 in the whole Soviet zone of 
Cemany. Help for the Western 
troops is far away. 

In the end there is a real possi- 
bility that the Western powers will 
keep their troops in Berlin while 
pemitting the Russians to supply the 
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Reported from BERLIN 


Germans of the city. Under such condi- 
tions, Western troops will be on hand to 
prevent mass reprisals by the Russians 
against Berliners who side with the U. S., 
Britain and France. 

In the meantime, lulls in the Berlin 
crisis can be expected, but no settlement. 

Russian blockade of Western Berlin 
probably will be eased, but only after 
supplies are running low. 

Russian pressure on the Western sec- 
tors will relax, only to tighten again, 
probably in the winter, when Berlin needs 
coal, if not before. 

U.S. reprisals, short of war, are likely 
if the Russian blockade continues or is 
resumed. U.S. can cut Bavarian water 
and power supplies to the Russian zone. 

Air evacuation of many of the 24,000 
U.S., British and French citizens now in 
Berlin is probable. If the crisis grows 
hot, German leaders who remained firm 
against Russia will be flown out. Other 
Berliners who want to settle in Western 
Germany may go out by air, too, leaving 
fewer to be fed in the Western sectors 
of Berlin. 





PP 2 te cars 
—Fitzpatrick in St. Louis Post-Dispatch 


NARROWER AND NARROWER 


Behind the crisis are these facts: 

The Russian squeeze on Berlin is 
made possible because the U. S., Britain 
and France, in a series of agreements 
beginning on Sept. 12, 1945, accepted 
Russian “operational control and super- 
vision” of land and water transport link- 
ing Berlin with the West. 

As a result, the Russians are able to 
sever all of Berlin’s railway, highway and 
canal routes to the Western zones. Even 
air traffic between Berlin and the West 
is limited to three air corridors, and these 
are policed by Russian fighter planes. 

U.S. problem, shared with Great Brit- 
ain and France, is how to maintain 
real control over the Western sectors 
of Berlin. 

The prize in the U.S.-Russia conflict 
is the control of a city about as big as 
Chicago, a city that was the capital of a 
united Germany through two world 
wars. Russia wants to make it the capital 
of a Communist Government that would 
rule Germany with Russian support. But 
the United States, Britain and France 
stand in the way. 

Postwar Berlin is a city 
as the map on pages 12 and 138 
shows, into Russian, U.S., British 
and French sectors of occupation. 
Since the end of the war, however, 
Berlin has been run as a unit. Ger- 
mans do the work under the orders 
of the Kommandatur, a council of 
four representatives of the four 
military governors, City government 

‘now is breaking down because 
the Russians have quit the Kom- 
mandatur .and refuse to recognize 
the authority of the Western powers 
in Berlin. 

Municipal services, as a result, are 
badly snarled throughout the West- 
ern sectors of the city. Subways are 
not running regularly because the 
Russians have much of the mainte- 
nance equipment and won't share it. 
Electric power is reduced to 25 per 
cent of normal because Russia has 
cut off power from the Russian zone 
of occupation. 

Industry of Berlin is slowing 
down. Most of the factories, which 
supply half of Germany’s output of 
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i, 
electrical equipment in addition to 40 per 
cent of the country’s clothing, are in the 
Western sectors. They lack raw materials 
ey and power. They cannot move what they 
° (4 aa) Baltic Sea produce to West German markets be- 
° cause of Russia’s squeeze on transport. 
. German workers, most of whom live in 
x) the Russian sector and work in the West- 
ern sectors, are paid in West German 
marks, which the Russians refuse to 
accept. 

Food supplies for Berlin, normally 
allocated to wholesalers under the direc- 
tion of a Kommandatur committee, now 
are distributed separately for the West- 
ern sectors and for the Russian sector. 
SOVIET Russia has quit supplying fresh milk and 

vegetables to the central distribution 
system. In addition, Russia has clamped 
ZONE © down on the routes by which the Western 
powers bring in their share of Berlin’s 
food, coal and other supplies. 

Transport is turning out to be the key 
to control of Berlin. The Russians, using 
their power over transport through their 
own zone of occupation, have cut the 
flow of Western supplies reaching Berlin 
by rail, road and waterway. The Russians 
give varied reasons for their blockade, 
but it is clear to all Berliners that Rus- 
sia’s aim is to force the Western powers 
out of the city. 

What is needed, if the Western sec- 
tors of Berlin are to get along without 
Russian supplies, is a minimum of about 
2,000 tons of food and an all-season 
average of 2,000 tons of coal each day. 
Other supplies will add at least 2,000 
tons a day to the minimum, making a 
total of 6,000 tons daily. 

On hand in the warehouses and shops 
of Western Berlin at the end of June was 
enough food to keep the city going for 
about three weeks. 

Supplies by air, stepped up in the 
greatest air-freight operation of peace- 
time history by the U.S., Britain and 
France, will enable Western Berlin to 
hold out longer against the Russian block- 
ade. But 200 American C-54 cargo planes, 
largest available, could carry something 
less than 2,000 tons daily. Aim is to get 
400 planes in operation, but only a por- 
tion of these will be the largest cargo 
ships. When winter comes and Berlin 
needs more coal, the air fleet that can 
be landed on Western Berlin’s two air- 
ports will not be able to keep up with 
the city’s daily requirements. 

A compromise by Russia and the 
Western powers is likely to establish a 
new basis for the operation of the city 
sooner or later. But a compromise under 
which troops of the Western powers re- 
main in Berlin gives little hope of a real 
end to the conflict. Neither side is willing 
to cross the border line leading to war, 
but further crises just short of war lie 
ahead for Berlin. 
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PORTENTS IN STALIN-TITO FEUD 


Reported from BELGRADE, LONDON, PARIS and WASHINGTON 


Back talk from Marshal Tito 
shows up real weaknesses in Rus- 
sia’s system. Idea that Moscow 
rules a united empire is demol- 
ished. 

Trouble with Yugoslavia is out 
in the open. Trouble with other 
satellites is under the surface, can 
break out any time. 

Communist countries need dol- 
lars and goods Russia cannot 
supply. Soviet unity may not be 
able to withstand the strain. 


A crack is beginning to show in the 
new Communist empire. This first 
crack, affecting Yugoslavia on the em- 
pire’s southwest flank, involves a fall- 
ing out between the Communist lead- 
ers of Moscow and those of Belgrade. 

Marshal Josip Broz-Tito, in Belgrade, 
is the first of the Communist chieftains 
outside of Russia to talk back to the Krem- 
lin. He is getting away with it because his 
is the only country in the eight-nation 
Communist empire, except for Albania, 
that has neither a common frontier with 
Russia nor Soviet troops in occupation. 

Tito fought his own way to power dur- 
ing World War II and maintains a firm 
grip on Yugoslavia’s Army, secret police 
and Communist Party machine. All other 
Communist regimes in Eastern Europe 
are led by men chosen in Moscow. Most 
of them were helped to power by Soviet 
armies, They still follow Moscow’s line, as 
do Communists of France and Italy. But 
some of them are getting restive. 

What is happening in Yugoslavia is 
important not only within the new Com- 
munist empire, but for U.S. and other 
nations of the West. The idea that Russia 
controls a tight bloc of countries in East- 
ern Europe has been demolished. The 
idea is growing that other hidden weak- 
nesses may split the bloc further if aided 
by Western pressure and U. S. dollars. 

Economic troubles are cropping up 
all through Eastern Europe, making Rus- 
sia’s satellites think of coming to terms 
with the West. Projects for industrializa- 
tion are lagging. Russia, intent on her own 
reconstruction, is unable to supply much 
machinery. It is available in the West, 
but the Eastern countries cannot export 
enough to pay for it. 
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Dollars are badly needed by all the 
Communist countries, which have stayed 
out of the Marshall Plan. To tree $50,- 
000,000 of Yugoslav gold, impounded by 
the U.S., Marshal Tito is being forced 
to accept Washington’s terms for settle- 
ment of U.S. claims against Yugoslavia. 
Need for trade and loans soon may force 
other Eastern countries to make conces- 
sions. 

Internal opposition within Eastern 
Europe is weakening Russia’s allies in the 
“cold war.” One evidence is Premier 
Tito’s reluctance, despite Russian pres- 
sure, to force Yugoslavia’s peasants im- 
mediately into collective farms. Premier 
Tito fears that passive resistance on the 
farms might endanger his food supply. 
In other Eastern countries, nationaliza- 
tion of small industry and retail trade, as 
well as agriculture, is being held up for 
similar reasons. 

The Communist regimes are in no dan- 
ger of being overthrown, since they con- 
trol the police, the armies and the trade 
unions, as well as governmental machin- 
ery. But everywhere Communists: still 


-munists 


are a small minority. In a war with th 
West, satellite troops would have littl 
value. 

Subservience to Moscow by the gi. 
ernments of Eastern Europe is unpopuly 
among the people, including many Coy. 
munists. Premier Tito’s resistance to Mos. 
cow has increased his popularity at hon 
Even stronger support for talking bac 
to Moscow exists beneath the surface j 
Poland, Hungary and Rumania. wher 
there is a long history of anti-Russia 
sentiment, 

National rivalries among the satellit 
countries, some vf them age-old, ay 
weakening the solid front Russia wouk 
like the East to show to the West. Ter 
torial disputes separate the Poles fro 
the Czechoslovaks, the Yugoslavs from th 
Bulgarians, the Italian and Austrian Con. 





from. the Yugoslavs. Poles 


Czechoslovaks and Yugoslavs want ; 
weak Germany, but German Communist 
are backed by Moscow in their demands 
for a strong Germany. 

Moscow’s contro! over her new 
curity zone in Eastern Europe, Russia: § 
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YUGOSLAVIA has split with 
Cominform, challenges Mos- 
cow’s right to dictate Yugoslav 
policy. Yugoslavia needs eco- 
nomic aid, but Russia cannot 
provide it, will not let Yugo- 
slavia join Marshall Plan. 


BULGARIA and ALBANIA have 
been invited to join Yugoslavia 
in a Balkan federation to resist 
Soviet pressure. Neither wants 
to split with Russia, both fear 
Yugoslav desire for expansion. 


HUNGARY and RUMANIA, for- 
mer Axis satellites, still occupied 
by Soviet troops, are bitter over 
Russian seizure of property. 
Russia has reduced reparations, 
promised economic aid. 


CZECHOSLOVAKIA, only re- 
cently taken over by Commu- 
nists, argues with Poland over 
boundaries, with Hungary over 
minorities. Czechoslovaks need 
Western trade, resent being 
kept out of ERP by Russia. 


POLAND, which also needs 
trade with West, rejected Mar- 
shall Plan only under Russian 
pressure. Moscow is trying to 
appease Poles with loans. 


FINLAND has avoided complete 
Soviet domination, but Russian 
influence is strong. Reparations, 
although cut, give Russia a close 
gtip on Finnish economy. 





Weak Spots in the Soviet Satellite System 
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main gain in World War II, is to face 
growing difficulties as these nationalistic, 
political and economic pressures build 
up. Defection of Yugoslavia now may 
help to set the pot boiling elsewhere later. 

Premier Tito’s action has destroyed the 
myth of Kremlin infallibility. Even if the 
Yugoslav breach is healed, the Soviet bloc 
may never again be as strongly united for 
struggle with the West as it has seemed 
to be in the last year. 

Inside story of what really has hap- 
pened in Yugoslavia shows why Russia 
is having trouble with her bloc. The 
Yugoslav crisis began more than six 
months ago, 
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Economic troubles started to plague 
Marshal Tito’s regime last winter. The 
Five-Year-Plan was going badly. Peasants 
were not producing enough food. Black- 
marketeering was diverting supplies from 
rationed consumers. Production was be- 
hind plan. Russia was failing to supply 
machinery needed to industrialize the 
country. 

A split developed within the Yugoslav 
Communist Party over tactics to be ap- 
plied to these problems. A dissident group 
developed, led by two members of Tito’s 
seven-man Politburo. Both had fought 
alongside the Marshal in the Partisan re- 
sistance of World War II. 


One was Andrija Hebrang, President of 
the State Planning Commission, Yugoslav- 
ia’s top economic post. The other was 
Finance Minister Sreton Zujevich, who 
had been deputy commander in chief of 
the Partisans under Marshal Tito. Mr. 
Zujevich was Yugoslavia’s most popular 
leader next to Marshal Tito. He also was 
known as a good friend of Russia’s For- 
eign Minister Vyacheslav Molotov. 

The dissidents urged Marshal Tito 
to force speedy collectivization of agri- 
culture and nationalization of retail trade 
and small industry. Premier Tito’s fol- 
lowers rejected these proposals. They in- 
sisted that agriculture must be socialized 
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slowly. They argued, too, that there was 
no rush to take over small plants and re- 
tail trade, since large-scale industry al- 
ready had been nationalized. 

Indirect Soviet intervention in this 
dispute soon developed. Yugoslav secret 
police uncovered evidence that Soviet 
agents were enlisting Communists as spies 
and urging others to support the Zujevich- 
Hebrang faction. Closer watch was put 
on Soviet officials by the OZNA, the 
Yugoslav security police. 

Members of the Tito group began to 
talk critically of Russia’s failure to pro- 
vide economic aid. Criticism also was 
voiced about other Soviet policies. There 
are indications that suggestions may have 
been made to seek aid from the West in 
the way of trade and loans. 

The economic issue, however, soon 
was overshadowed by the issue of wheth- 
er Moscow or Belgrade was to rule. 

Opposition leaders, despite their 
Moscow backing, were put under pres- 
sure to cease their criticism. In January, 
Mr. Hebrang was demoted from economic 
czar to Minister of Light Industry. Mr. 
Zujevich, however, was promoted to the 
high rank of colonel general, perhaps in 
an effort to win his support. 

Direct Soviet pressure on the Tito 
faction followed on March 20, The Cen- 
tral Committee of the Soviet Communist 
Party sent a sharply critical letter to the 
Yugoslav Central Committee supporting 
the Zujevich-Hebrang faction. . Marshal 
Tito was censured for suppressing criti- 
cism within his Communist Party. Similar 
letters, at Russia’s suggestion, were sent 
by the Communists of Hungary, Poland, 
Czechoslovakia, Rumania and Bulgaria. 

Counterattack by Marshal Tito fol- 
lowed, in the form of a firm letter to Mos- 
cow in April, which denied the Soviet 
charges. He defended his policies as best 
adapted to Yugoslav conditions and not 
inconsistent with Marxist-Leninist doc- 
trine. 

At the same time, to cut the ground out 
from under his opponents, the Marshal 
ordered immediate nationalization of 
small industry and retail trade. A new 
grain tax was imposed on independent 
peasants to force marginal farmers to en- 
ter co-operatives, the Yugoslav substitute 
for the collective farm. 

Opposition leaders, however, switched 
their position and resisted these decrees. 
They argued that the way had not been 
prepared adequately and that the coun- 
try’s distribution system would be dis- 
rupted. Moscow supported the opposition 
again. 

A purge of opposition leaders fol- 
lowed. Zujevich and Hebrang were dis- 
missed from the Cabinet on May 6 and 
placed under arrest. Early in June, 
Colonel General Zujevich was stripped of 
his new rank. Unconfirmed reports indi- 
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cate that Mr. Hebrang was tried secret) 
and executed toward the end of June. 

Meanwhile, new and firmer letters y. 
rived in Belgrade from Moscow on \y 
4 and May 22. When these too we, 
rejected by Premier Tito, a meeting 
the Cominform was summoned for |j 
June in Bucharest to consider the Soyjy 
charges against him. 

Secession of Yugoslavia irom th 
Comintorm in effect followed. Mars}, 
Tito refused to send delegates to th 
Bucharest meeting. The Cominfoy 
adopted a resolution confirming Moscow’ 
charges. The Marshal was censured fy 
failing to accept Russia’s  criticis; 
“Sound” Communists in Yugoslavia wey 
urged to force a change in his policy, 
failing that, to overthrow and _ repli 
him and his top followers. (See page 59 

A boomerang was the result. Marshil 
Tito refused to kowtow. He challeny 
the right of the Cominform to issue (. 
rectives to him. He defended his py 
tion as a Communist, insisted he wanted 
close relations with Russia and later ay. 
pealed directly to Premier Stalin to re. 


rejected all the Soviet criticisms of hi 
regime. Yugoslav Government leader 
including Vice Premier Edward Karde 
rallied to the Premier against Moscoy 

Outcome is that the West now know 
there are cracks in the Soviet bloc. Th 
satellites now know that it is possible! 
stand up to Moscow and get away wit 
it. The Kremlin knows it has mishandle 
the situation and endangered its mii 
gain from World War II, the unificatiy 
of Eastern Europe into a Soviet securiti 
zone. 

Backing down now will be as difficu 
for Moscow as for Belgrade. But boi 
are leaving a door open. They insist thi 
dispute is between their Communi 
parties, not between the Soviet a 
Yugoslav governments. Diplomatic rel: 
tions still are maintained. The Sovie: 
Yugoslav alliance is still in effect. 

The U.S. faces tvo alternatives fo 
action. It can encourage Marshal Tito! 
part further with Moscow by offerii: 





loans and trade. Or the U.S. can tr! 


make a deal with Russia at Yugoslavia: 


expense, since Soviet-backed Yugosl: 
claims heretofore have been the maj 
obstacles to an Austrian treaty and : 
Trieste settlement. 

U.S. officials, however, are movil! 
carefully, are not jumping to the ct 
clusion that the break between Mosc 
and Belgrade is permanent. But, el 
where in the West, fear of war is 
ceding, despite Russian pressure 
Berlin. The feeling is growing thi 
Russia is to have her hands too full 
Eastern Europe to exert pressure all 
where else on the Continent for so 
time to come. 
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COMING CUT IN FAR-EAST TRADE 


Far East is drying up as a cus- 
tomer for U. S. goods. Sales boom 
now running is heading into 
trouble. 

Demand for made-in-America 
luxuries already is slackening in 
Asia. Shopping in U. S. is shifting 
to durable goods. 

Dollar shortage all over the 
Orient is handicapping  U. S. 
sales. So are competition, politi- 
cal unrest and civil wars. A last- 
ing change in the pattern of 
Pacific trade is the outlook. 


The boom in sales of American 
goods to the Orient, now at the high- 
est point in history, is about to slow 
down. U.S. exports to the Far East 
are to taper off soon as the result 
of unfavorable conditions now de- 
veloping. 

American exporters, after having held 
No. | place in the market since the end 
of the war, are beginning to find compe- 
tition, Demand for luxury imports is be- 
ginning to fall off, and buyers are running 
out of dollars. At the same time, political 
unrest is crippling trade. 

Sales of American products in this 
area are to be affected more and more by 
these adverse influences. A sharp slump 
doesn’t seem to be in sight; American ex- 
porters are to continue to do a good busi- 
ness here. But the volume is to shrink 
and the nature of the trade is to change. 

What is happening is this: 

Former competitors of the U.S. are 
beginning to get back in the game. Amer- 
ica before the war held a secondary place 
a’ an exporter to the area, sharing the 
market with Japan, Germany and Britain. 
With these rivals out of the picture right 
after the war, it was easy for America to 
capture top position. Now the situation 
is changing. 

Germany is still out of the market, of 
course, but Japan is starting to export 
textiles and some industrial equipment. 


| Great Britain is stepping up exports. 


Competition will get brisker as Japan and 
Britain increase shipments. 

Demand is slackening, meanwhile, for 
U.S. luxury items and consumer goods 
that have formed a big part of the Far 
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Reported from HONG KONG 


East’s imports since the war. The market 
is getting overstocked with such items as 
radios, refrigerators and canned foods. 

At the same time, the sellers’ market 
is giving way to a buyers’ market. Price 
is becoming more and more important, 
and the high cost of American products 
is discouraging some buyers. Demand 
is expected to continue, however, for 
certain chemicals, machinery, cotton 
yarn, cheap textiles, petroleum products 
and fertilizers. 

Dollar shortages, too, are beginning 
to cut into Oriental purchases of U. S. 
goods. Southeast Asia has a trade deficit 
with America now, contrasted with its 
favorable balance before the war. That 
means dollar supplies are running out. 

A drive to conserve dollars is being 
carried on by means of strict controls on 
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HONG KONG: CASH OR CURIOSITY? 


...salesman’s problem—civil wars 


trade or foreign exchange, or both, in 
every Asiatic country except the Philip- 
pines. At the same time, there is a move 
to shift buying to sterling countries. 

Another trouble is that political chaos 
and uncertainty are holding back recovery 
and, thus, putting the brakes on Asia's 
ability to import. It will be anywhere 
from five to 15 years before most of 
these countries get their exports back up 
to prewar levels. The prospect is even 
bleaker in China. 

The outlook, country by country, is 
this: 

In China, only American financial 
help is staving off bankruptcy. Exports 
are paying for less than half of imports. 

The civil war, together with exchange 


controls, is crippling export trade and 
forcing China to spend much of her for- 
eign exchange on raw cotton and food, 
in which she used to be self-sufficient. 
For some time China is to import only the 
barest essentials, and even these will 
depend on American aid. 

In India, recovery is crippled by the 
partitioning of the country. What is now 
India, with about three fourths of the 
total population, has lost the principal 
cotton, jute and grain-growing regions 
to Pakistan. Attempts are being made to 
exchange India’s coal, cotton textiles, 
and other manufactured goods for Pak- 
istan’s raw cotton and food. Yet food im- 
ports this year will account for nearly 
half of India’s foreign-exchange expendi- 
tures. So stringent controls are being put 
on imports. 

British strings on the convertibility of 
India’s foreign exchange are a further 
handicap to U.S. goods. During the first 
half of 1948, India was permitted to con- 
vert into dollars less than $50,000,000 
worth of her foreign exchange. 

India’s Government, eager to push in- 
dustrialization, hopes to import about 
$700,000,000 worth of machinery and 
other equipment within the next three 
years. But a lack of dollars will keep her 
from buying as much as she would like 
to buy in America. 

In the Philippines, the outlook is more 
promising than in any other country of 
the Far East, mainly because the new 
republic is receiving from the U.S. pay- 
ments that will total $1,500,000,000 to 
$2,000,000,000 within the next four 
years. These payments are producing a 
large dose of artificial prosperity. Al- 
though last year’s exports were four times 
those of 1946, there was a heavy excess 
of imports. This was covered by Ameri- 
can payments for rehabilitation and war 
damages and by U.S. Army and Navy 
expenditures. 

Philippine Government officials know 
their trade can’t keep on like this. They 
realize, too, that there may be trouble 
after 1954, when exports will begin to lose 
preference in America. So they are push- 
ing a big program of reviving and increas- 
ing exports. At the same time, they are 
making a drive for industrialization. 

Meanwhile, in order to cut down on 
purchases of nonessentials that threw last 
year’s trade out of balance, the Govern- 
ment plans to set up import restrictions. 

In French Indo-China, the determined 
fight of the Viét-Nam nationalists for in- 
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MALAYAN RUBBER: NEW POLITICAL TENSIONS ARE AFFECTING OUTPUT 
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... the U. S. will have to get used to some old competitors in Asia 


dependence is tying up recovery and 
trade. Indo-China used to have a favor- 
able balance of trade, but last year im- 
ports exceeded exports by about $10,000,- 
000. 

Rubber exports this year are expected 
to total less than 35,000 tons, as against 
58,000 in 1938. Coal exports, 1,500,000 
tons a year before the war, are down to 
100,000 tons. Rice exports will be only 
a fourth of the prewar average. 

Close controls are being enforced to 
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keep out nonessentials and to cut dollar 
purchases. Last year, 15 per cent of Indo- 
China’s imports came from the U.S. 
Now the French are trying to shift the 
colony’s trade to sterling areas, 

Japan is to rely on the U.S. to sub- 
sidize her economic recovery and_ to 
finance her heavy import excess, for 
several years. The U.S. Government is 
spending more than $700,000,000 for 
Japan’s imports of food, petroleum, ferti- 
lizer, raw cotton and other industrial 


- pected to reach prewar levels, and ti 


ee 
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materials. This is part of the plan to yp. 
store Japan as the “workshop of Asia’ 
About 90 per cent of Japan’s impor P| 
is coming from the U. S. now, but only, 
relatively small part of the country’s ¢ 
ports is marketable in America. Thy 
U.S. policy aims at shifting Japanes 
trade back to prewar channels in the F, 
East. This will bring a-steady decline j 
imports from America. Ec 
How tast this shift will occur js 4 
depend largely on how quickly Burm ; 
Siam and Indo-China increase rice ey. — TeVlv 
ports and on the availability of Asiati Be 
raw materials, such as cotton from Pak. £ 
istan and coal and iron ore from Chin Herb 
Netherlands East Indies’ recovery j maki 
going ahead as the result of the tru mane 
between the Dutch and the Indonesia 
Republic. Exports this year are expecte other 
to total about $350,000,000, or half th Bit 
prewar figure. But ever since V-J Da the P 
this area has had an excess of imports, i : 
contrast with its favorable balances befor F Sen | 
the war. lengt 
Rubber production this year is 


work 


production will be about three fourths Tho 
of normal, Petroleum and copra export, — Warre 
however, still are off about 50 per cent — the Vi 


Production of Indies pepper, a virtul — Mr. D 
world monopoly, is just getting startel B of am 
again, and exports of kapok and tea ar & way o) 
small. It will take five to 15 years lu ome t 
production of most of these items wf Both 


recover prewar proportions. at 
: Preside 
Malaya made a quicker comebac Ble i 
right after the war than any other cow eee 
try in Southeast Asia, mainly becauw & ee 


political tension was relieved at that tim 
Rubber shipments have been larger tha 
before the war. Tin output has beer 
hampered by lack of machinery, but i 
was 30,000 tons last year. These good f 
sized exports haven't put Malaya on eas 
street, however. 

Malaya’s trouble, like that of othe § 
colonial areas, is that export and impor § 
prices are out of line. Rubber prices ae§ 
about 80 per cent higher than befor 
the war, and tin is up about 40 per cent 
Malaya, however, has to pay 300 pe 
cent more for her imports of wheat tha 
she paid before the war. Thus, she ha 
a deficit in foreign trade. Now, with »& 
litical troubles becoming serious, pt 
duction of tin and rubber is falling. 

Demand for goods from Ameniti 
will continue in the Far East, in spite 
the fact that the boom is to end. But th 
pattern of U.S. trade with these cout 
tries will change. There will be fewe 
and fewer purchases of luxuries. Th 
emphasis is to shift to machinery and 
other materials needed for developmetl 
How much of these will be bought i 
America is to depend on quantity of do 
lars available, the rate of recovery and 
turn of lasting peace to areas of troubl 
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ie Earl Warren, asking for new offers little for an energetic individual of a tie. Vice President Charles G. Dawes 

or hte dan Wie Craskdienk: bee to do. once was seriously embarrassed when 

Balen wor ' _Mr. Dewey wants to resolve those two his absence caused a Coolidge appoint- 

ice ev. revived an old problem. difficulties by turning the \ ice President ment to fail in the Senate. Vice President 

Asiat Both Thomas E. Dewey and into a kind of assistant President. A re- Henry A. Wallace, after a similar expe- 

n Pal H : 4 cent Gallup Poll showed that 80 per cent rience, installed a special buzzer in his 

Chins Herbert Hoover are opposed to of the people think the \ ice President office so that he could be called when an 

veya P making Mr. Warren an operating ought to help the President with admin- important vote was coming up. 

. an sener of the Government, But istrative problems, so that the President His duties in the Senate thus keep 

ie. manag — ‘ : would have more time to deal with pol- a\ ice President from operating executive 
other tasks await him, if elected. icy. That idea is being weighed in the agencies, except by remote control. Only 

‘pore Bi t ch lated for Commission headed by Herbert Hoover, if he is relieved of these duties, which 

al th a Soe — ee part of a study of ways to streamline might require a constitutional amend- 

| Di F the Presidency. The aim is to les- the whole executive branch. ment, can he become a full-time admin- 

re: sen its staggering burden and The Vice Presidency, which Gov- _ istrator. 

an : ie ernor Warren wants to get, is a position Another drawback arises from the fact 

lengthen Presidents’ lives. that never has been effectively tied in that the Vice President is an elective offi- 

“— with the executive branch. Almost any — cial whom the President cannot remove. 

md ti Thomas E. Dewev is telling Earl Plan that Mr. Dewey, as President, may There would be nothing to prevent Mr. 

fourth item ‘iia. if i a he will eatin adopt runs into basic obstacles. Warren, as Vice President, from acquir- 

sii 7 Vice P Sth! t «eal tie Operating manager? Under one plan, ing ambitions of his own and attempting 

1’ eect — ee ee Ke “wea being widely discussed, Mr. War- to carry out policies at variance with 

— Mr. Dewey, in that case, will be one ren as Vice President would become op- those of his chief. Such a danger was 

startel F of a number of Presidents who, in one erating manager of the executive branch. recognized in the Constitutional Con- 

tea ar F way or another, have tried to do that — The President, it is reasoned, then could vention of 1787 by Gouverneur Morris, 

‘ars 1 same thing. devote himself to general policy, much who observed that, if the Vice President 

m_ Both the Presidency and the Vice as does the chairman of the board of a remained on good terms with the Presi- 

Presidency have become almost impos- — business firm. dent, he would be “the first heir apparent 

mebac Bible jobs. The growing complexity of This plan, however, faces serious that ever loved his father.” — 

T Cou ® Government throws a staggering burden drawbacks. Under the Constitution, the Because of these drawbacks, Mr. 

hecatis ft work on the President. The job of Vice President is charged with casting Hoover already has decided to throw his 

ve po being Vice President, on the other hand, — the deciding vote in the Senate in case influence against any plan to make the 
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Vice President an operating manager of 
the executive branch. 

Agency head? A second plan being 
considered is to place Mr. Warren, as 
Vice President, in charge of some one 
part of the executive establishment. A 
plan of this type actually was tried by 
President Roosevelt, who, during the 
war, made Mr. Wallace Chairman of the 
Board of Economic Warfare. But the 
plan was abandoned in 1943, when Mr. 
Wallace came into conflict with Jesse 
Jones, then head of the Reconstruction 
Finance Corp. President Roosevelt  re- 
moved Mr. Wallace as Chairman of the 
BEW even though he could not fire him 
as Vice President. That experience now 
stands as a warning to Governor Dewey. 

Special assignments? A third possi- 
bility is to give Mr. Warren, as Vice 
President, a series of assignments of a 
temporary nature. This also was tried by 
President Roosevelt, who sent Mr, Wal- 
lace on trips to Mexico, South America 
and China. But any vice-presidential ac- 
tivity in the foreign field is likely to run 
into opposition from the Secretary of 
State, and any in the U.S. might arouse 
the jealousy of other Cabinet members. 

Governor Dewey’s concept of a job 
for Mr. Warren, according to close asso- 
ciates, is one that avoids the drawbacks 
that have been pointed out. If the two 
men are clected, Mr. Dewey does not 
intend to make his running mate respon- 
sible for the functioning of any agency 
or group of agencies. Instead, he intends 
to draw the Vice President into the inti- 
mate circle of his advisers, use him as 
a “trouble shooter,” and give him special 
assignments where these do not bring 
objection from Cabinet members. There- 
fore, if Mr. Warren is counting on any 
important delegation of power, he is 
likely to be disappointed. 

Historically, the Vice Presidency has 
been considered a blind alley for any 
active and ambitious man. The authors 
of the Constitution in 1787 first faced 
the dilemma of what to do with the Vice 
President. After discussion, they decided 
that he should be the presiding officer 
of the Senate. Without this duty, they 
said, “he would be without employment.” 
But, down through the years, Vice 
Presidents usually have been political 
orphans, held in low esteem by the Sen- 
ate and largely ignored at the White 
House. 

In recent times, attempts have been 
made to remedy this situation. President 
Harding asked his Vice President, Calvin 
Coolidge, to sit with the Cabinet—a cus- 
tom that has been maintained ever since. 
President Roosevelt for a time relied on 
Vice President John N. Garner to direct 
strategy in Congress. Still later came the 
experiments with Mr. Wallace. 

Thus, whatever method Mr. Dewey 
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HERBERT HOOVER 
... could a historic ‘‘blind alley’’ be streamlined? 


works out to bring Mr. Warren into the 
executive picture will continue a trend 
already started. Also, it will fit in with 
whatever is done to make the office of the 
President efficient and less burdensome. 

The Presidency is in line for some 
major repair work, whichever party wins 
in November. How to improve the White 
House setup is one of the 22 problems 
being studied by the Hoover commission. 
Mr. Hoover, as a former President famil- 
iar with the job, is taking personal re- 
sponsibility for the study of that problem. 
His conclusions will be available to who- 
ever is in the White House next vear. 

Six big jobs really must be filled by 
the President. He must run the executive 
branch, frame a_ legislative program, 
serve as Comamnder in Chief, handle 
foreign relations, lead his political party, 
and be present at many ceremonials, 

Just to manage the executive branch 
is a job for a superman, as the chart on 
page 19 shows. The President, with the 
aid of a small staff, must keep track of 
nine Cabinet departments and 39 inde- 
pendent agencies, containing a total of 
2,167 operating units. 

In spite of previous attempts at re- 
organization, the White House machinery 
still is inadequate for the huge job of 
the Presidency. If Governor Dewey is 
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elected, one of his first acts as President 
probably will be a complete overhaul ¢ 
this machinery. 

The pressures of the President's tai 
are indicated by what happened to th 
last seven Presidents preceding Mr. Th 
man. Two—Warren G. Harding av 
Franklin D. Roosevelt—died in offic 
Two others—Theodore Roosevelt _ aul 
Calvin Coolidge—died at the age of 6) 
Woodrow Wilson left office a broken ma 
and died within three years. Only Wi 
liam Howard Taft, who died at 72, ani 
Herbert Hoover, now 73, exceeded the 
traditional threescore and ten. 

Of the group of assistants who enterel 
the White House with Franklin Roose 
velt in 1933, only Stephen Early, th 
press secretary, survives. For , Loti 
Howe, Marguerite LeHand, Marvin Me 
Intyre and Maj. Gen. Edwin M. Watson, 
the pace proved to be a killing oe 
James Roosevelt, a White House seat 
tary for a time, went to the hospital wit 
stomach ulcers. Harry Hopkins survived 
President Roosevelt by less than a yet! 

The aim of the Hoover commission 
to find ways to keep the Presidency fro! 
being a killer of Presidents and pres 
dential aides. For this, any new dutié 
given the Vice President are viewed ® 
only a small part of the required cure. 
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FEDERAL JOBS AS POLITICAL PLUMS 


Limited Field for Payment of Election Debts 


No wholesale “house clean- 
ing’ is likely for Washington. 
Mr. Dewey’s promise to rid the 


: Government of office holders can 


affect only a fraction of the 
2,000,000 federal employes. 
Most job holders are protected 


| by Civil Service. Merit system was 


extended in New York, not cur- 
tailed by the Governor. 
Turnout is likely to be confined 


to executive officials. 


Jobs open to Republicans are to be 
numbered in the thousands, rather 
than the hundreds of thousands or 
millions, if Thomas E. Dewey takes 
over the White House from Harry 
Truman next January 20. 

Candidate Dewey was quoted recently 
as promising the “finest house cleaning in 
Washington there ever was,” if elected. 
¢.0.P. politicians nationwide immediate- 


| ly pricked up their ears. They wondered 


if this pointed to a wholesale turnover of 
Government jobs. The Federal Govern- 
ment employs 2,061,000 persons. An- 
nual pay roll is around $5,700,000,000. 

In jobs, the Government is nearly four 
times the prize it was when Democrats 
took over in 1933, with only 563,000 


wages paid amounted to less than one 
fifth the present scale. 


Actually, overnight mass firing of fed- 
eral employes with rehiring on a political 
basis is the last thing to expect from a 
Dewey Administration, on the basis of 
the record in New York. There, the civil- 
service system has been expanded and 
strengthened, rather than wrecked or 
weakened. The same record is reported 
for Governor Earl Warren, the Dewey 
running mate, in California. 

A thorough turnover in top U.S. 
jobs is taken for granted. Changes are 
expected to be widespread among the 
people holding executive jobs, just below 
the top. These changes will open up jobs 
for thousands of loyal party workers, if 
Republicans win. 

But down among the rank and file, in 
the great mass of Government working 
forces, any changes made will come grad- 
ually, will not involve job openings for 
the taking and by the hundreds of thou- 
sands. The reason for this is told in the 
following: 

Postal employes account for 489,000 
of the 2,061,000 federal workers. Postal 
workers do not lose their jobs, with 
a new Administration, on the basis of 
any experience in the recent past. 

“Blue-collar workers” in arsenals, 
shipyards, naval stations and similar ac- 
tivilies number around 471,150 in the 
U. S. They are artisans. Political consider- 
ations would not be likely to cost such 
skilled workers their jobs. 

Overseas employes number above 
230,000. Few overseas jobs are open for 
people without technical training. A few 
hundred well-paying positions, of a non- 


technical nature and of temporary’ status, 
may be made available. But the great 
majority of overseas workers are natives, 
hired for Army-Navy work in occupied 
territory or at territorial bases. 

Those three groups account for 1,195,- 
000, or more than half of the existing 
Government positions. As for the remain- 
ing 866,000 employes: 

Civil Service rules protect around 
728,000 of them. This is the big group 
where the most common Government 
jobs are located. It includes the staffs of 
the big Government agencies in Wash- 
ington and their field services. The map 
on pages 22 and 23 shows the distribu- 
tion of all U.S. workers in the various 
States and overseas. 

What is likely to happen is that .a 
sizable percentage of jobs in this group 
will be wiped out through reductions in 
the Government’s force of employes. This 
will happen if the new Administration is 
economy minded. And that will not offer 
Republicans a lot of new jobs. 

No Civil Service protection surrounds 
the remaining big group of employes, 
numbering about 138,000 workers. Yet, 
even in this group the majority are safe 
from political ups and downs. The reason 
is that most of them are in agencies re- 
quiring technically trained personnel. 
Included, for example, are workers in 
the Federal Bureau of Investigation, the 
Tennessee Valley Authority, and the 
Foreign Service of the State Department. 

Political jobs as such, according to 
one estimate, may amount.to less than one 
half of 1 per cent of the pay roll at this 
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UNCLE SAM‘S EMPLOYES: Only a fraction will have to keep an eye on the White House occupant 
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time. That gives some idea of the job 
turnover that may follow immediately 
with a change of Administration. One 
half of 1 per cent would involve 10,000 
jobs inside the U. S. 

Most of these jobs, however, would 
be at the higher pay levels. Eighty per 
cent of all federal workers got less than 
$3,500 in 1947. On the entire federal 
civilian pay roll, after a recent $330-a- 
year pay raise, there are only about 
95,000 jobs at $5,000 or higher; about 
17,000 jobs at $7,500 or higher; about 
2,100 jobs at $10,000 a year or higher. 

A list of the jobs a new President can 
count on for distribution among the 
party faithful might read like this: 

Lawyers’ jobs in the Federal Govern- 
ment are remnants of the spoils system. 
‘No exact count of all lawyers’ jobs is 
available. In 1947, 3,168 were employed 
in Washington alone. Most lawyers hold 
temporary appointments. 

Judges’ jobs occur infrequently, be- 
cause there are only about 275 federal 
judges of all kinds and about 3,000 sub- 
sidiary jobs in the court system. In 16 
years the Democrats have staffed most of 
the courts. A vacancy comes up only on 
the death or resignation of a judge. 

Big administrative jobs are limited 
in number, though many times more 
numerous than 16 years ago. At the very 
top are the nine Cabinet members. Each 
of them is aided by several under secre- 
taries and assistant secretaries. Many of 
the assistants, in turn, bring in their own 
special assistants to replace outgoing 
staffs. That accounts for several hundred 
jobs. 

Less important administrative jobs 
are more numerous than those near the 
Cabinet level. The heads of 39 inde- 
pendent and emergency agencies are 
appointed by the President, often from 
the ranks of career employes in the 
Government but also often from lists of 
party eligibles. Then there are several 
hundred bureau chiefs, division heads 
and other administrative personnel who 
hold jobs by political influence. A small 
White House staff of assistants is ap- 
pointed by the President. 

Postmasterships are among the most 
numerous and important of the political 
jobs a President can fill. New vacancies 
open up at the rate of about 300 a month, 
as postmasters die or resign. The next 
President also will have a backlog of 
vacancies to draw upon. A Republican- 
controlled Senate held up confirmation 
of 830 postmaster jobs, out of 1,730 
nominations submitted by President Tru- 
man in the last session. The jobs were 
held open so that Republicans can have 
them if a Republican President is elected 
next November. 

Congress controls about 4,000 jobs. 
When Republicans regained control of 
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Congress in January, 1947, a wholesale 
turnover took place among the guards, 
messengers, secretaries, clerks and officers 
of the House and Senate. 

Diplomatic jobs a President can dis- 
pense include ambassadorships, often 
sought for social prestige. 

Patronage jobs out in the country in- 
clude the 94 federal attorneys and 93 
U.S. marshals, with salaries ranging 
from $5,810 to $10,000 a year; a Com- 
missioner of Customs and 46 collectors 
of customs; a Commissioner of Internal 


Revenue and 64 collectors of revenue 
Each office has its own staff. 

Extensive reforms in handling the 
Government's working force are expected, 
in case a new regime takes over. Bul 
these probably will be undertaken gra¢- 
ually. 

Overhauling the Civil Service system 
itself may appeal to Mr. Dewey or Mr 
Warren, if elected. Higher pay for top 
officials, in that event, is expected to be 
asked immediately. Some federal jobs 
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New York State. Also, critical investiga- 
tion may be made of the way thousands 
of war-service employes have achieved 
Civil Service status. Use of minimum- 
standard examinations, rather than com- 
petitive examinations, may be questioned 
or outlawed. 

Agency reorganizations, to be ex- 
pected with a new Administration, will 
abolish old jobs and create new ones open 
to competition. 

Employment turnover offers any Ad- 
ministration a chance to inject a new set 
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of standards into the Civil Service system, 
by changing requirements and examina- 
tion procedures. About 40,000 Govern- 
ment workers, mostly in the low pay 
brackets, leave their jobs every month. 
Replacements come from registers of 
persons who have taken examinations. 
Many changes are possible in making up 
future job registers. 

In actual practice, a Dewey Admin- 
istration, if it comes in, is expected by 
Civil Service Commission officials to re- 
vise and strengthen the existing Civil 
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Service merit system. The big, important 
jobs will be taken over in a hurry by 
Republicans, if they win. Several thou- 
sand less important but well-paying jobs 
on the lower administrative levels gradu- 
ally will open up. 

That promises the faithful of the 
Republican Party better opportunities for 
jobs in the Federal Government than they 
have had in 16 years. But no return to 
the wide-open spoils system, with hun- 
dreds of thousands of jobs available over- 
night, is seen in the offing. 
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CLIMAX OF DEMOCRATIC REVOLT 


Convention’s Hope to Side-Step Permanent Split 


The heat is on to force Presi- 
dent Truman to step aside, to 
pass up Democratic nomination, 
even though he has the votes. 

But no withdrawal is likely. 
Mr. Truman is in the race, is look- 
ing over the field for a running 
mate to attract votes. 

Vice-presidential selection 
holds the key to the Truman cam- 
paign. Second place is seen as a 
way to heal party splits. 


The Southern revolt against Presi- 
dent Truman now is moving into its 
climactic stages. The President must 
fight for his chance to run again. But 
he is going into the fight with every 
sign of confidence. So sure is he that 
he will win that his men are busy 
combing through their list of vice- 
presidential prospects to find a run- 
ning mate for the President. 

All sorts of pressure is being applied 
to get the President to pull out of the 
contest. It is coming from all corners of 
the party—from city bosses, recalcitrant 
Southern Democrats, New Dealers, from 
all of those who think the party could 
find a stronger ticket to run against the 
Republican team of Thomas E. Dewey 
and Earl Warren than one headed by 
Mr. Truman. 

The situation as the Democrats move 
upon Philadelphia for their National 
Convention looks like this: 

The President probably can wrest a 
nomination from the Convention if he 
carries through with his present inten- 
tion to fight for it. His men claim that 
670 votes are pledged or promised to 
the President on the first ballot. He 
needs only 618 to capture the nomi- 
nation. But only 26 of the 404 votes 
south of Mason and Dixon’s line are 
pledged or promised to President Truman. 
These are from Maryland and the District 
of Columbia. 

An Eisenhower sweep is the only 
thing that could take a nomination away 
from Mr. Truman. And General of the 
Army Dwight D. Eisenhower has not 
yet said “yes” to the appeals of his 
supporters that he run. Only a real draft 
with the blessing of Mr. Truman could 
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persuade him. And he does not have the 
Truman blessing. 

A deep party split is threatened, how- 
ever, if Mr. Truman does take the nomi- 
nation. Southerners are planning a fight 
before the Democratic National Com- 
mittee and in the Convention. A Southern 
group already has called its own con- 
vention to decide what to do if Mr. 
Truman is named. New Dealers are 
apathetic. And, over on the far left, 
Henry A. Wallace is pulling away with 
his new party. The old election-winning 
machine of the late Franklin D. Roose- 
velt is falling apart. 

Vice Presidency. But Mr. Truman is 
driving straight ahead toward a nomina- 
tion. And, if he wins title to first place 
on the ticket, the President can pick his 
own running mate. Already Oscar 
Ewing, Leslie Biffle, Senator J. Howard 
McGrath and other presidential advisers 
are studying the vote-getting records of 
a long list of prospective vice-presidential 
candidates. 

The list of prospects looks like this: 

William O. Douglas . . . Associate 
Justice of the United States Supreme 
Court .. . at the top of the list . . . few 
think he would take second place on 
the ticket . . . many Eisenhower sup- 
porters would turn to him for first place 
if the General flatly refused draft pro- 
posals . . . the Justice might quit the 
Supreme Court to run for President, as 
did Charles Evans Hughes in 1916, but 
few think he would leave a lifetime job 
on the bench to run for Vice President. 

Scott W. Lucas .. . United States Sen- 
ator from Illinois . . . the big Illinois 
delegation to the Convention is unin- 
structed . . . a Lucas vice-presidential 
nomination might help to swing it... . 
moreover, Illinois has 28 electoral votes 

. a Lucas nomination would be a bid 
for the Middle Western votes that are 
valuable in an election in which the 47 
of New York and the 25 of California are 
all but out of reach for the Democrats 
.. . but Illinois is next door to Missouri. 

Joseph C. O'Mahoney . . . United 
States Senator from Wyoming . . . his 
nomination would be a bid for the elec- 
toral vote of the Far Western and Moun- 
tain States. 

Sam Rayburn .. . Representative from 
Texas . . . former Speaker of the House 

. now Minority Leader . . . an old 
friend of Mr. Truman . . . a Roosevelt 
wheel horse through all of the New 
Deal years . . . might help to rekindle 





friendship with the South . . . presiding 
officer at the Convention. 

Alben W. Barkley .. . United States 
Senator from Kentucky . . . Mr. Roose. 
velt’s choice as Senate Democratic leader 
during the New Deal years . . . still holds 
that post . . . a Border State man with 
wide appeal . . . but he is 71 years old 

Millard E. Tydings . . . United States 
Senator from Maryland . . . one of the 
men whom Mr. Roosevelt tried to purge 
from the Senate in 1938 . . . another 
Border State man with an appeal fo 
Southern conservatives. 

Samuel D. Jackson . . . Democratic 
National Committeeman from lidian 

. was picked by Mr. Roosevelt as the 
permanent presiding officer for the 1944 
National Convention at Chicago . . 
served a short time in the Senate . . . has 
the support of his State for the vice. 
presidential spot . . . another prospective 
bid for the Middle Western vote. 

The choice of a vice-presidential can- 
didate is going forward on the assump- 
tion that the President will win the nom- 
ination. But the vice-presidential race 
will be kept wide open until the middle 
of the Convention. A premature disclo- 
sure of the President’s choice would cre. 
ate dissension and tend to loosen his hold 
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upon delegates who now are being kept 
in line by the hope that the title will fall 
to a favorite son. 

The Southern revolt is moving 
rapidly to the showdown stage now, and 
the President cannot make a move which 
might put more strength in the hands 
of the rebellious wing of the party. At 
the moment, the Southerners are con- 
sulting with all other anti-Truman ele- 
ments of the party with a view to form- 
ing any kind of coalition that will give 
them a stronger hand. 

The tactics being used are intended to 
force the President to withdraw from the 
campaign voluntarily in the belief that, 
if he pulls out, General Eisenhower may 
be persuaded to come in. 

But, so far, the President is standing 
pat. He says he was brought up not to 
run from a fight. He believes he gained 
ground on his recent Western trip. And 
his advisers are telling him that he can 
beat the Dewey-Warren ticket in spite 
of the contrary reports of Dr. George 
Gallup’s polls. 

Open battle will develop at the 
meeting of the National Committee in 
Philadelphia in advance of the Conven- 
tion. The Southerners will present a 
resolution asking Mr. Truman to step 
out of the race. They say they can get a 
majority of the Committee to favor such 
a resolution. Mr. Truman’s supporters 
discount these claims. 

However, friends of Mr. Truman say 
that, if the Committee should adopt such 
aresolution, the President would step out 
and abide by the wishes of the Commit- 
tee. In such an event, the field would be 














ae y 
tr CR 50 
a yd... at oe 














‘THE $2 QUESTION’ 


left clear for General Eisenhower, and 
this might heighten the prospects that 
he would accept a nomination. 
Opponents of the President will have a 
better chance to win in the National 
Committee than in the Convention. In 
the Committee, they will be dealing 
with Democratic politicians whose job is 
to win elections in their home States. 
They are not bound to Mr. Truman by 
any deep ties of personal loyalty. They 
want the strongest ticket they can muster. 
And, while the Gallup polls indicate that 
Mr. Dewey can beat Mr. Truman, Elmo 
Roper’s polls report that General Eisen- 





MR. TRUMAN & MR. McGRATH 
... the question is whose tide will sweep the Convention 
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‘ANYBODY WILLING TO TRY?’ 


hower can beat any man in either party. 

Even if the Southerners are beaten 
down in the National Committee, defi- 
nite plans are being made to have Gen- 
eral Eisenhower’s name placed in nomi- 
nation. The first few States on the roll 
call are anti-Truman States and will vote 
against the President’s nomination. The 
hope is that a tide can be started rolling 
that will sweep the Convention. 

The conditions are right for a real 
convention blitz if General ‘Eisenhower 
does not stop the plans. But Mr. Truman 
is so confident of winning, he is looking 
for a vice-presidential nominee. 
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—Acme 
SAMUEL D. JACKSON 
...a bid for the Midwestern vote? 
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Mr. Dewey‘s Methods: A Close-Up 


Government by team will be 
the keynote of a Dewey program 
if Republicans take over the Na- 
tional Government next January. 

Experts from Albany are pre- 
paring to move to Washington. 

Harmony in public affairs will 
be sought. 

Governor Dewey’‘s record in 
New York shows him to be keen 
for able appointees, willing to 
delegate authority widely. 


The kind of Government the na- 
tion will get if Thomas E. Dewey is 
elected President is indicated by the 
kind of government the State of New 
York has had for the last six years. 
It is a government that operates with- 
out fanfare or fireworks and with a 
minimum of bureaucratic squabbling. 
It promises to be a new experience for 
Washington, where fireworks, fights 
and excitement have been the rule for 
16 years. 

Essentially, the Dewey Administra- 
tion in New York is a government by 
team, with the Governor as captain. The 
Dewey team has operated so effectively 
that men on it commonly refer to their 
actions, and even their thinking, in terms 
of “we” rather than “I.” Mr. Dewey him- 
self speaks more or less habitually of “the 
team” and outsiders refer to the Albany 
Administration as “they.” 

The team itself is a fluid and elastic 
group, built around seven public of- 
ficials and two outside advisers who 
have been Dewey aides for years. An 
Albany correspondent, describing their 
operations, says: “When they decide any- 
thing ought to be done and can be done, 


they just go ahead and do it.” A_poli- 
tician adds: “Theyre a smart bunch. 
They don’t miss many tricks, nor call 


many wrong shots.” 

Collectively, the team doesn’t quite 
fit any familiar pattern. President Tru- 
man’s White House entourage consists 
mostly of friends with whom the Presi- 
dent likes to relax. Franklin D. Roose- 
velt’s brain trust was an intellectual group 
that confined itself largely to ideas and 
theories. Dewey intimates, in contrast, 
engage in everything from “reasoning,” 
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Reported from ALBANY 


as the team’s thinkers call it, to intricate 
problems of collecting and spending 
public money, determining appoint- 
ments and handling four-alarm political 
emergencies. 

Permanent members of the team are 
mostly men with a conservative outlook. 
They are more concerned with making 
things work, with meeting problems as 
they arise, than with sweeping social or 
governmental reforms. They are close to 





ciate since the racket-smashing days 
when Mr. Dewey was New York Citys 
District Attorney. 

James C. Hagerty, 39, executive a 
sistant and former newspaper reporter 

In addition, Mr. Dewey is expected t 
make John Foster Dulles, his adviser oy 
foreign affairs, the Secretary of State. 
also is likely, if elected, to continue t 
rely on the private advice of Roger Wil. 
liams Straus, New York industrialist and 


: 





SECRETARY ROSSE & THE BOSS 
. .. memos take the shortest line between two points 


and they look 
executives 


the Governor’s age, 46, 
and act more like business 
than politicians. 

Team members in Albany who are 
likely to come to Washington are: 

Elliott V. Bell, 45, State Superin- 
tendent of Banks, former financial writer 
and a Dewey intimate since 1937. 

Charles D. Breitel, 39, counsel to the 
Governor and a Dewey associate since 
1935 

John E. Burton, 40, 
Budget, former researcher 
of government finance. 

Harold Keller, 38, Commissioner of 
the Department of Commerce and a 
Dewey aide since 1937. 

Alger B. Chapman, 44, Commissioner 
of Taxation and Finance, drawn into the 
Dewey circle in 1945 after a career as 
tax lawyer. 

Paul E. Lockwood, 46, the Gover- 
nor’s secretary since 1943 and an asso- 


Director of the 
and student 





co-chairman of the National Conference 
of Christians and Jews. 

The team record in Albany gives: 
hint of the way it will operate in Was! 
ington if it gets a chance. 

In lawmaking, for example, there wi 
be no “must” legislation. As Governo 
Mr. Dewey 
stead, he tries to get the Legislature t 
agree on a program long before a sessi0 
opens. This is done by enlarging the teal 
to include the President of the New Yon 
Senate, Ben Feinberg, the Speaker « 
the Assembly, Oswald D. Heck, and i 
portant committee chairmen. 

Months before legislators are cot 
sulted, however, Counsel Breite] rouné 
up all the legislative problems the Go 
ernor wants to consider. A master i 
then is presented, which Mr. Dew! 
either pares or adds to. Then Mr. Be 
and Mr. Chapman take a crack at th 
program to see if the State can ator 
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it, Finally, the administrative team sits 
down with legislative leaders to whip the 
program into shape. The idea is to get it 
adopted without public squabbling. 

This method usually works, but some- 
times Mr. Dewey has had to exercise 
great patience. It took two years to get 
unemployment compensation for State 
days employes, three years to get higher 
City's salaries for teachers, and he hasn’t yet 
got a motor-vehicle inspection law, which 
wel he has proposed year after vear. 
hat This method contrasts sharply with the 
ted | way either President Truman or Mr. 
er a Roosevelt dealt with Congress. Mr. 
ite. H Roosevelt was accustomed to having his 
me bills drafted and then submitting them 
T Wil to Congress as “must” laws. Mr. Truman 
ist and BF sends his suggestions to Congress and 
then drops the matter. In recent months, 
Mr. Truman seldom conferred at all with 
Senators or Representatives. 

The Dewey method is aimed primarily) 
id at getting something done, rather than 
. stating a position. If he becomes Presi- 
2 dent, Mr. Dewey can be expected to pro- 
pose what he wants and take what he 
can get. This does not mean, however, 
that he will not fight for his program. 
New York legislators can testify that the 
Dewey team can be counted on to fight 
hard. The difference probably will be 
that the fighting will be done inside the 
White House, not before the public. Con- 
gressmen, like legislators in Albany, are 
likely to grow accustomed to weekly ses- 
sions with Mr. Dewey and his team if 
they move to Washington. 

Appointments are a major concern 
with Mr. Dewey. “My job,” he once 
said as Governor, “is to get $50,000-a- 
year men to take $12,000-a-year salaries.” 
He appears to have succeeded in this 
aim. He snared Charles Sells, a noted en- 
gineer, to become his Superintendent of 
Public Works, and he persuaded Mr. 
ferent Chapman to drop a profitable tax law 
practice to become his Commissioner of 
givesi{— ‘Taxation and Finance. There have been 
“Wash others. 

Mr. Dewey has since succeeded in 
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ere wil pushing up New York official salaries. 
vernt Most department heads now get $16,500, 
ay. li fF two receive the top salary of $20,000 and 
ture t three get $17,500. He can be expected 
sess 0 try to get at least as much for im- 
1 teal portant executives in the Federal Govern- 
w You ment if he takes charge. 
iker In making appointments, Mr. Dewey 
ind in takes a cautious attitude. All minor ap- 
f pointees are investigated by the State 
e col Police. All important ones are carefully 
rounds Considered by the Governor and mem- 
1e Gor: bers of his team. If not known per- 
ter It sonally to the team, prospective ap- 
Dew! & Pointees are checked thoroughly through 
fr. Bel their associates or other persons who —Acme photos 
at the ‘now their qualifications. POLITICAL TEAM: BROWNELL, JAECKLE, SPRAGUE 
 affor Mr. Dewey also tries to be prompt in . +. everything from ‘‘reasoning”’ to four-alarm political emergencies 
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getting men to fill important posts. Team 
conferences usually bring out sugges- 
tions of likely men for new posts or va- 
cancies. In this way, Mr. Dewey is able 
to reach out for the man he wants before 
political leaders outside his own team 
know of the opening and can bang on 
his door to recommend candidates. 

This does not mean that Dewey ap- 
pointments are free from political con- 
siderations. Mr. Dewey is a skillful poli- 
tician as well as an administrator, and, 
when it comes to appointments, political 
advisers are consulted along with the 
regular members of the team. Political 
aides such as Herbert Brownell, Jr., Ed- 
win F. Jaeckle and J. Russel Sprague, for 
- instance, are not likely to be ignored 
when an important appointment is to be 
made. 

Administration, once major appoint- 
ees are in office, is fairly smooth running 
in Albany. Actually, the Administration 
gives the appearance of more smooth- 
ness than it really has, and this is another 
cardinal principle in the Dewey theory of 
government. 

Mr. Dewey’s apparent passion for an 
Administration without controversy ex- 
tends only as far as the public can see. 
Behind closed doors, disputes are allowed 
to go as far and run as long as the 
disputants wish. The Governor says this 
is the best method of bringing out all the 
facts. 

His team, as a result, devotes a lot of 
attention to getting rid of its differences 
in private. Department heads argue heat- 
edly among themselves, and much time 
is spent in trying to reach agreement. 
When they fail, other members of the 
team cut in, trying to conciliate. Mr. 
Breitel is regarded as the major con- 
ciliator, but he often enlists the aid of 
Mr. Burton and others who are not di- 
rectly involved in particular controversies. 

Differences that cannot be reconciled 
in this way go to the Governor. When 
he makes a decision, the loser is sup- 
posed to stop talking. The upshot is that 
disputes rarely reach the newspapers and 
“leaks” are very infrequent. This absence 
of leaks has led to complaints among 
newsmen in Albany, but the public 
gets the impression of unity in the 
Administration. 

Differences inside the Dewey team, 
however, do not run very deep. Team 
members give every appearance of work- 
ing quietly, in harness. There are no no- 
ticeable prima donnas among them, and 
team loyalty as well as loyalty to Mr. 
Dewey seems to be a highly developed 
quality. 

Critics of the Governor sometimes say 
that what the team really seeks as a re- 
ward is to ride Mr. Dewey’s coattails to 
power. But his aides counter _ this 
criticism by saying that.those closest to 
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Mr. Dewey joined the team when not 
much power was in sight. That happened 
in 1938, when the first Dewey case 
against Tammany leader James Hines 
blew up; again in 1940, when Mr Dewey 
failed to win the presidential nomina- 
tion and still again in 1944 when the 
defeat in the election prompted Mr. 
Dewey himself to say to intimates that 
he probably would never get another 
chance at the Presidency. 

Working habits of Mr. Dewey him- 
self actually lead to effective teamwork. 
He is essentially an administrator rather 
than a man who works alone. He knows 
how to keep a lot of other people busy. 
For example, he employs more secre- 
taries than his predecessor, Herbert H. 
Lehman, and in his personal secretary, 
Miss Lillian Rosse, he has an aide who 
keeps letters and memoranda flowing 
from the Governor’s desk to department 
heads. 

Mr. Dewey delegates work freely, and 
seldom frets about the outcome once he 
has made an assignment. For example, 
he let Mr. Breitel and Mr. Burton 
handle a program to reorganize the State 
welfare departments in co-operation with 
Health Commissioner Robert T. Lans- 
dale. Other team members took over all 
the details in getting together a satis- 
factory school-aid and teacher-salary pro- 
gram. The job of getting data for 
speeches usually falls on Mr. Bell, Mr. 
Breitel and Mr. Keller. The fact that Mr. 
Dewey trusts his appointees makes dele- 
gation easier. 

In Washington, the basic Dewey 
team is very likely to expand. If the 
horizon expands from State to national 
boundaries, new members of the team 
can be expected to come from the Mid- 
west, the Far West and perhaps the 
South. 

The problem of maintaining outward 
appearances of harmony in the Admin- 
istration undoubtedly will be more diffi- 
cult in Washington than in Albany. Con- 
gress, for example, is probably more 
jealous of its powers and_ prerogatives 
than the New York Legislature, and 
members may be less willing to refrain 
from airing in public their differences 
with the Administration. 

A move to Washington also will 
subject the Dewey team to more outside 
pressure from interested groups. The first 
concern of the team, if it takes charge of 
the National Government, will be to 
avoid war, which is a greater problem 
than any confronting the New York 
government. The next major concern 
will be preparedness, which involves 
huge appropriations and the draft. The 
third task on the Dewey list is to re- 
organize the Federal Government, which 
may not be so difficult for a new 
Administration. 
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“NATIONAL SECURITY 


CLAUSE” PLANTS 
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The offering of these properties under the provisions 
of the National Security Clause indicates their 
essential nature and sound worth. 


Top-quality Properties 

Each of these 51 facilities is a well-constructed, modern property— 

built during the war years, some equipped with the finest of . 
machinery, tools and fittings. Some are general-purpose plants 

suitable for ready adaptation. Included, among others, are 12 

aircraft and engine factories, 1 petroleum refinery, 4 chemical 

processing plants, 17 steel foundries, fabricating plants and forge 

shops, 9 shipyards and 2 brass and 5 light metals facilities. 
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At Favorable Locations 


Some of these plants are located in the Atlantic seaboard states; 
many throughout the humming industrial midwest, south and 
southwest; others up and down the Pacific coast . . . in large cities 
and small towns... at deep-water ports; strategic locations, every 
one. Required raw materials are close at hand, profitable markets 
nearby, transportation facilities excellent and necessary utilities 
all available. 





National Security Provision 


These properties are offered for sale or lease with provisions for 
the national security, whereby the Federal Government retains 
dormant rights to utilize the facilities for production under Gov- 
ernment contract. In the event that this dormant right is exer- 
cised, the Government will consider the qualifications of the buyer 
or lessee to carry out such contracts. This may well prove a great 
advantage to you! 


Write, Wire, Phone 

These properties are offered for sale or lease, in whole, for con- 
tinuing operation. Write, wire or phone for specific information 
and for necessary bid forms and helpful advice on how to bid. 
This advertisement is not a basis for negotiation. War Assets 
Administration reserves the right to reject any or all bids. Transfer 
of title will be subject to Executive Order 9908 relative to 
fissionable materials. 





WAR ASSETS ADMINISTRATION 


OFFICE OF REAL PROPERTY DISPOSAL pane 





WASHINGTON 25, D.C. = 










“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 
GEORGE WASHINGTON 





July 9, 1948 











































BY WOODROW WILSON 


(Letter from the then President-elect, February 5, 
1913, to A. Mitchell Palmer, Democratic leader, 
House of Representatives.) 


Shall our Presidents be free, so far as the law is con- 
cerned to seek a second term of four years, or shall they 
be limited by constitutional amendment to a single 
term of four years or to a single term extended to six 
years? 

I can approach the question from a perfectly im- 
personal point of view, because I shall most cheerfully 
abide by the judgment of my party and the public as 
to whether I shall be a candidate for the Presidency 
again in 1916. I absolutely pledge myself to resort to 
nothing but public opinion to decide that question. 

The President ought to be absolutely deprived of 
ever. other means of deciding it. He can be. I shall use 
to the utmost every proper influence within my reach 
to see that he is, before the term to which I have been 
elected is out. That side of the question need disturb no 
one. 

And yet, if he be deprived of every other means of 
deciding the question, what becomes of the argument 
for a constitutional limitation to a single term? The 
argument is not that it is clearly known now just how 
long each President should remain in office. Four years 
is too long a term for a President who is not the true 
spokesman of the people, who is imposed upon and 
does not lead. It is too short a term for a President 
who is doing, or attempting a great work of reform, and 
who has not had time to finish it. 

To change the term to six years would increase the 
likelihood of its being too long, without any assurance 
that it would, in happy cases, be long enough. A fixed 
constitutional limitation to a single term of office is 
highly arbitrary and unsatisfactory from every point 
of view. 

The argument for it rests upon temporary conditions 
which can easily be removed by law. Presidents, it is 
said, are effective for one-half of their term only be- 





SHOULD PRESIDENTS CONTROL 
THEIR OWN RENOMINATION? 


cause they devote their attention during the last ti 


years of the term to building up the influences, ani 


above all, the organization, by which they hope ani 
purpose to secure a second nomination and election. 

It is their illicit power, not their legitimate influenc 
with the country, that the advocates of a constitution 
change profess to be afraid of, and I heartily sym. 
pathize with them. It is intolerable that any President 
should be permitted to determine who should succeed 
him—himself or another—by patronage or coercion 
or by any sort of control of the machinery by which 
delegates to the nominating convention are chosen. 

There ought never to be another presidential nomi- 
nating convention; and there need never be another 
Several of the states have successfully solved that diff. 
culty with regard to the choice of their governors, ani 
federal law can solve it in the same way with regard to 
the choice of Presidents. The nominations should lx 
made directly by the people at the polls. 

Conventions should determine nothing but part) 
platforms and should be made up of the men who 
would be expected, if elected, to carry those ple: 
forms into effect. It is not necessary to attend to th 
people’s business by constitutional amendment if you 
will only actually put the business into the people’ 
own hands. 

I think it may safely be assumed that that will b 
done within the next four years; for it can be done b! 
statute; it need not wait for constitutional change. The! 
being done, the question of the presidential term can bt 
discussed on its merits. 

It must be clear to everybody who has studied ou! 
political development at all that the character of tht 
Presidency is passing through a transitional stage. We 
know what the office is now and what use must be 
made of it; but we do not know what it is going to work 
out into; and until we do know, we shall not know whit 
constitutional change, if any is needed, it would be bes 
to make. 

I must speak with absolute freedom and candor it 
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“| wholly disapprove of what you say but will 
defend to the death your right to say it.’ 


VOLTAIRE 





Nomination of candidates directly by the people advocated to prevent use of 
“illicit power’ of the Presidency to extend tenure—Only basis for limitation 
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of term should be whether President earns confidence of the country. 


the present position of the Presidency in our actual 
system, as we use it, is quite abnormal and must lead 
eventually to something very different. 

He is expected by the Nation to be the leader of his 
party as well as the Chief Executive officer of the Gov- 
ermment, and the country will take no excuses from 
him. He must play the part and play it successfully or 
lose the country’s confidence. He must be prime min- 
ister, as much concerned with the guidance of legisla- 
tion as with the just and orderly execution of law, and 
he is the spokesman of the Nation in everything, even 
in the most momentous and most delicate dealings of 
the Government with foreign nations. 

Why in such circumstances should he be responsible 
tono one for four long years? All the people’s legisla- 
tive spokesmen in the House of Representatives and 
one-third of their representatives in the Senate are 
brought to book every two years; why not the Presi- 
dent, if he is to be the leader of the party and the 
spokesman of policy? 

Sooner or later, it would seem, he must be made 
answerable to opinion in a somewhat more informal 
and intimate fashion—answerable, it may be, to the 
Houses whom he seeks to lead, either personally or 
through a Cabinet, as well as to the people for whom 
they speak. But that is a matter to be worked out—as 
it inevitably will be—in some natural American way 
which we cannot yet even predict. 

The present fact is that the President is held re- 
sponsible for what happens in Washington in every 
large matter, and so long as he is commanded to lead 
he is surely entitled to a certain amount of power—all 
the power he can get from the support and convictions 
and opinions of his fellow countrymen; and he ought 
to be suffered to use that power against his opponents 
until his work is done. It will be very difficult for him to 
abuse it. He holds it upon sufferance, at the pleasure of 
public opinion. Everyone else, his opponents included, 
has access to opinion, as he has. He must keep the con- 
fidence of the country by earning it, for he can keep it 
inno other way. 


Put the present customary limitation of two terms 
into the Constitution, if you do not trust the people to 
take care of themselves, but make it two terms (not 
one, because four years is often too long), and give the 
President a chance to win the full service by proving 
himself fit for it. 

If you wish to learn the result of constitutional in- 
eligibility to re-election, ask any former governor of 
New Jersey, for example, what the effect is in actual 
experience. He will tell you how cynically and with 
what complacence the politicians banded against him 
waited for the inevitable end of his term to take their 
chances with his successor. 

Constitutions place and can place no limitations 
upon their power. They may control what governors 
they can as long as they please and as long as they can 
keep their outside power and influence together. They 
smile at the coming and going of governors as some 
men in Washington have smiled at the coming and go- 
ing of Presidents, as upon things ephemeral, which 
passed and were soon enough got rid of if you but sat 
tight and waited. 

As things stand now the people might more likely 
be cheated than served by further limitations of the 
President’s eligibility. His fighting power in their be- 
half would be immensely weakened. No one will fear a 
President except those whom he can make fear the 
elections. 

We singularly belie our own principles by seeking to 
determine by fixed constitutional provision what the 
people shall determine for themselves and are perfectly 
competent to determine for themselves. We cast a 
doubt upon the whole theory of popular government. 

I believe that we should fatally embarrass ourselves 
if we made the constitutional change proposed. If we 
want our Presidents to fight our battles for us, we 
should give them the means, the legitimate means, the 
means their opponents will always have. Strip them 
of everything else but the right to appeal to the people, 
but leave them that; suffer them to be leaders; abso- 
lutely prevent them from being bosses. 












STEEL MILL OPERATOR: “‘Allis-Chalmers 
20,000 KVA synchronous condenser 
gave our power system big efficiency 
boost—paid for itself in 6 months.” 





GLASS CO.‘ CHEMIST: “We've found 
Allis-Chalmers Utah electric vibrating 
screens the only type to handle our 
soda ash problem effectively.” 


CONTRACT ENGINEER: “We picked A-C 
equipment for first full-scale solvent 
extraction plant. Operating records 
double-check our choice.” 


Shee pate 


TEXTILE MACHINE MER.: “Output uppef 
from 400 to 2250 trimmer blades 
hour, warpage eliminated, with 

Allis-Chalmers 20kw induction healt! 





ust one thing wrong with this North Pole 
model. You’re too apt to quick-freeze yourself 
along with your food! 


Around here, nobody has to take that chance. 

There’s a cabinet in your kitchen— made of 
steel, synthetics and porcelain— insulated with 
“wool”? made from melted rock or spun glass. . . 

There’s bitter cold brewing inside—magic do- 
ings of heat, electricity and chemicals—ammo- 
nia, sulphur dioxide, methyl] chloride or freon . . . 

There are hiddén hands automatically control- 
ling the tempe srature—to preserve your food— 
save you time, bother and money. 

Here again are science and industry enriching 
your life—working wonders with the fabulous 
tools of their trades! 


Fabulous tools?...That’s where Allis-Chalmers 
fits into the picture. 

We build intricate devices that help control 
heat in steel making . . . crushers, grinders, whole 
reduction plants for mine operators, and chemi- 
‘al processors . . . turbines, generators, motors 
and switchgear for makers and users of electric 
power .. . hundreds of different machines to aid 
every basic industry. 

The confidence of technicians and engineers in 
A-C product design, integrity of A-C workman- 
ship and manufacture, accounts for Allis- 
Chalmers’ rank in industry today: One of the Big 


3 in electric power equipment—biggest of all in 


range of industrial products. 


Allis-Chalmers Manufacturing Co.. Milwaukee 1, Wisconsin 
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One of a series of advertisements on export trade 






directed to American manufacturers who incop, 





norate electrical equipment in their product 





how Westinghouse can help you 
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develop foreign markets 





for your products 
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RE you wondering how you can hold present high |= HERE’S HOW WE CAN HELP YOU 
L \ employment levels, or reduce labor turnover be- —__ Key staff members of Westinghouse are ready to 
cause of seasonal production peaks and valleys? review and analyze your specific export problems. 


Have you considered export as a possiblé answer? They —_ infoamead. vere wnewiel < pro me ae - 
establishing sales, distribution and service facilities 


abroad, and can furnish you with up-to-the-minute 


We believe in world trade. For more than 40 years, 
facts concerning many problems in foreign markets, 


Westinghouse has found that foreign markets repre- "7 
such as import controls... financial and _ political 


conditions ... buying habits . . . climatic conditions 
The Westinghouse Electric International Company _ ...electrical characteristics... packing and shipping 


has made world business its business. It has proved If you manufacture products incorpo- 
rating electrical equipment, you can 


obtain this help by calling your near- 
Tod d est Westinghouse Electric Corpora- 
oday, more and more U. S. manufacturers are ask- tion office. Or write for your copy 


ing us for help on their foreign trade problems. If of the booklet, “The Export Mar- 
ket for Your Product.” It high- 
& a lights the type of service and 
we'd like to make our experience available to you. _ information we have available. 


Westinghouse 


WESTINGHOUSE ELECTRIC INTERNATIONAL COMPANY ¢ 40 WALL STREET e NEW YORK 5, Mau 
INT-A-252!% 


sent a healthy outlet for its products. 









that selling and servicing abroad pays good dividends. 





you are considering selling your products abroad. 
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Lesson of the Tito affair is that an empire cannot be built on theories 
alone. The Marx-Lenin system of ideas is being tripped up by the facts of life. 

Russia bases too much of her hold over satellites on ideology. 

People cannot eat it, cannot make it into things to sell. So far, the 
party line doesn't bring with it automatic deliveries of food and machinery. 
Truth is, the satellites have joined a club offering few advantages. 

The Moscow line ignores local differences from the Russian model. All the 
satellites must toe the line. Industrial workers must be put at the top. 

Farms must be collectivized. National interests must bow to Soviet interests. 
The local Communist Party must be a junior partner of Moscow, a blind follower. 





Assembly-line technique permits no major deviations from the blueprint. 
Cominform blast at Yugoslavia demonstrates this inflexibility. 
To the West, YugoSlavia has looked like a reasonable facsimile of Russia. 





But they aren't twins. This, to Moscow, is a major sin. 


The family squabble in the East raises new hopes and fears in the West. 
Blockade of Berlin looks less serious when Russia is having trouble in the 
rear areas of her Sphere. Actual war looks more remote. But the toe-to-toe 





hurling of defiance over Berlin may well continue. 











ly to France is a little less nervous about Russia now, is willing to co-operate 
lems. more fully in setting up Western Germany as a going concern. 

e for Italian officials fear that Russia may now move troops into Yugoslavia. 

lities Then, Trieste would become even more of a headache. Also, Italian Communists would 
inute get even more balky. They are already promoting numerous strikes. 

rkets. § Greek Army's campaign may benefit from confusion to the north. 

itical U.S. reaction, in official circles, is that Marshal Tito hasn't suddenly 





tions become a democrat. He will be handled with care, whatever happens. 

The Western democracies, aS a whole, regard the Tito defection with divided 
feelings. Cracks in the Iron Curtain may be sealed by purges of "dissident" 
elements in the satellite countries. New leaders might be even more unwilling 
to play ball with the West. 

A straw in the wind is the Moscow order for a redoubled attack on the Euro- 
pean Recovery Program. Italian and French Communist leaders, just back from 
Cominform meetings in the East, stress this new offensive. 

So the Tito affair may not turn out to be pure gain for the West. 


ping. 











>> Russia, meanwhile, is busily saving Asia for the Asiatics..... 
In China, the Communists are making further advances. Manchuria, to all 
intents and purposes, already is in the Soviet sphere. The Communists now have 
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control of roughly one third of the rest of China. Chiang Kai-shek's armies 
appear demoralized. Pouring in more American dollars and arms probably will not 
turn the tide decisively. South China, but perhaps little more, may be saved 
for the Nationalist Government. 

In Korea, as in Berlin, the Russians are trying to push the Americans out. 
The American zone is cut off from power generated in the Russian zone. 

In Indo-China, the Communists under Ho Chi Minh have made common cause with 
the nationalist movement, Viet-Nam. The French find themselves involved in a 
costly, and thus far fruitless, war. Popular feeling is against them. 

In Siam, the Russians are thought to have set up a central command for all 
Communist activities in Southeast Asia. The Soviet Embassy in Bangkok has. built 
up a huge staff. This is a familiar Russian technique. 

In Malaya, unrest continues to be serious. Communist agitation is behind 
banditry and widespread killing. Troops and police cannot cope with the situa- 
tion. Planters are clamoring for more British troops, more protection. 

In Indonesia, Communists are working with the nationalist movement. They 
are particularly strong in the labor unions. Thus far, they have made little 
impression among the villagers and farmers, although terrorist activities 
against white planters are traced to Communist agitation. Uncertainty about the 
political future of Indonesia makes it a happy hunting ground for Communists. 

In Burma, Communists are making things hard for the new Government. Feel- 
ing also is being stirred up against British companies operating in Burma. 

In India, also, the Government is having some trouble with Communists. 

Throughout Asia, a concerted campaign is in progress. Moscow may not like 
nationalism in Yugoslavia, but happily exploits it in Asia. Grinding poverty, 
insufficient food, weakened colonial systems make for trouble. Events in Europe 
will not make Russia withdraw from the Far East. 























































>> Meanwhile, another storm is building up in the Orient..... 
U.S. policy of rebuilding Japan into the workshop of Asia is backfiring. 
The Filipinos are especially violent in their opposition. They think Amer- 
ican memories are short. They cannot forget Japanese atrocities. And they do 
not believe that the Japanese, in three short years, have suddenly reformed. 
They are suspicious of what Japan, as an industrially powerful nation, will do. 
| Chinese public opinion sees it the same way. Students demonstrate against 
the U.S. and Japan. The Nationalist Government supports the U.S., but in 
private many Chinese officials and businessmen object vigorously. 
Australia and India, Similarly, don't like to see rebirth of a strong Japan. 
All these countries also resent U.S. pressure for unrestricted trade with 
Japan. They are coddling infant industries, fear new competition. 
Fear of Russia is generally thought to be behind this U.S. policy. 




















Japan will be built up as an 
Washington could hardly deny 
But, also, the U.S. wants to 
of dollars already have been sunk 
The U.S. props can be pulled 
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That means Japan must be built up again. 
proposals for large-scale removals of industry are getting lost in the shuffle. 

Whatever the U.S. policy turns out to be, it is clear that a high-powered 
selling job will have to be done to put it over in the Orient. 


outer bastion of U.S. defense. 

that this is -a factor. 

get Japan off her back. Hundreds of millions 
in Japan since the war, leaving little trace. 
only when Japan is on her feet economically. 
In the face of this argument, 
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How Do You Stand With: 
Chicago's Most IMPORTANT 
Million 22272722? 
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Time and experiment are both great teachers, 


Over the years, advertisers have made countless experiments with media here 


in the Chicago market. 


From this costly trial and error process—this sorting over and sifting down 
—advertisers have learned. Experiment has translated itself into experience. And this 
experience gives to the Chicago Daily News a commanding position as a commanding 


advertising medium! 


So commanding that, for example, the Daily News*in 1947 carried 2,742,304 
a MILLION AND A QUARTER more lines than the, 


next competitive daily newspaper. 





lines of grocery advertising 


The demands of grocery manufacturers and grocery retailers put an adver- 
tising medium to a severe test. Both demand rapid rate of turnover. Both demand 
volume. Both look to Chicago’s most IMPORTANT million for dollars and cents 


response. 


And they get it as the result of persistent advertising in the Daily News! 


Persistent, because profitable! 


How do you stand with Chicago’s most IMPORTANT million? That's the 
No. 1 sales-question in Chicago. Ask a Daily News representative to tell you more 
about the reader-friends of this newspaper—these reader-friends who are Chicago’s 


most IMPORTANT million! 


CHICAGO DAILY NEWS 


For 72 Years Chicago’s HOME Newspaper 
JOHN 8S. KNIGHT. Publisher 
DAILY NEWS PLAZA: 400 West Madison Street, CHICAGO 
NEW YORK: 9 Rockefeller Plaza DETROIT OFFICE: Free Press Building 
LOS ANGELES OFFICE: Story, Brooks & Finley, Inc. MIAMI HERALD BUILDING, Miami. Florida 
624 Guaranty Building 
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ple of the Week. 





Marshal Tito, an Independent Communist From the Start 
As Contrasted With Balkan Puppets Installed by Moscow 


> Marshal Tito, the blustering boss of 
Yugoslavia, has been making good news 
for the Western democracies. Exactly 
how good that news may be, however, 
is another question. 

The Marshal’s open break with his 
supposed masters in Moscow is regarded, 
of course, as the first clear sign of trouble 
behind the Iron Curtain. It has raised 
questions as to whether other satellite na- 
tions and the puppet dictators who run 
them may make difficulties for the 
Kremlin. 

An examination of these men and _ na- 
tions individually supplies the answers. It 
shows that in nearly every country of 
the Russian sphere the local dictator is 
having arguments with his Communist 
henchmen, and that usually there is much 
popular opposition to Communist rule. 
But it reveals, too, that Premier Tito is in 
a class by himself. 

The point about Marshal Tito is that 
he is a self-made, not a Kremlin-made, 
dictator. He was running things in Yugo- 
slavia when the Russian Army entered. 
The Kremlin simply bowed to a fact ac- 
complished when it recognized him as 
Yugoslavia’s ruler. It was quite willing 
to do so because the Marshal is an old- 
school-tie, Moscow-trained Communist. 
But he quickly began developing a 
record of independence. His thinking 
stems from Marx, but it is conditioned 
by his countrymen’s strong and _tradi- 
tional impulse toward nationalism. 

The closing months of the war found 
Mr. Tito, who had successfully led the 
guerrilla resistance to the Nazi invaders, 
in the Yugoslav mountains organizing for 
the future. Few members of the Yugo- 
slay Communist Party remained. He 
placed them in appropriate positions for 
gaining the support of the people and 
building up an Army. These men remain 
the leaders of Yugoslavia. Their loyalty 
is to Marshal Tito first and Moscow 
second. The Central Committee of the 
party is composed entirely of Tito ap- 
pointees. This also means that the Mar- 
shal controls the secret police, the first 
essential of continuing in power. 

Rift with Moscow. The break with 
Russia was long in the making. Where 
the Kremlin thinks a small Communist 
Party should be in charge of everything, 
Marshal Tito merged the party into a 
broad Popular Front, on which his sup- 
port is based. 

The Marshal was slower in instituting 
a program of Communist reform than 
Moscow liked. This was particularly true 
in collectivizing the farms. Mr. Tito and 
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his group felt that such a project would 
take time. The peasants of Yugoslavia 
make up some 75 per cent of the popula- 
tion. They could be counted upon to re- 
sist desperately any interference with 
their land ownership. 

In addition, Moscow protested that the 
Marshal and his associates were glorify- 
ing themselves too much, and Premier 
Stalin too little. Mr. Tito has a Musso- 
lini-like fondness for the regalia and trap- 
pings of dictatorship. He likes the adula- 
tion of the people. During 


for a federation of Yugoslavia, Bulgaria 
and Albania, an unpopular idea jp 
Moscow. Some consider this an effort to 
carve out a personal empire for him. 
self, an empire that would be governed 
by Communist ideas, but independent 
of Russia, and turning a more friendly 
face to the West. 

In Bulgaria, the federation idea was 
approved some months ago by the local 
dictator, Georgi Dimitrov, and Moscow 
rapped Mr. Dimitrov’s knuckles rather 





the May Day parade, this [2-0-2272 
year, his portrait, not that of 
Mr. Stalin, was prominent on 
the walls along the line of 
march. 

Several days later, two 
foremost Yugoslav Commu- 
nists, who had stood by the 
Moscow point of view, were 
dismissed from office without 
explanation. Moscow did not 
like that either. 

A few weeks ago, when 
the Communist Information 
Bureau, the Cominform, at- 
tacked unnamed Communists 
in its semimonthly _ bulle- 
tin as arrogant and overpub- 
licized, the issue was sup- 
pressed in Yugoslavia. 

The result of all this was 
the Cominform bill of indict- 
ment that brought the entire 
row to world attention. (Text 
of the Cominform statement 

















appears on page 59.) Many 
of the Communist dictators 
of Southeastern Europe are 
members of the Cominform. 
They are the men and women who are 
accusing Marshal Tito. 

Nationalist. The Marshal’s national- 
ism and independence go back to his 
peasant beginnings some 58 years ago 
and a poverty-ridden boyhood. He _ be- 
came a Socialist and then a Communist 
early in life, spent years in prison, and 
years in Moscow. During the Spanish 
Civil War, he was busy in Paris as a re- 
cruiting agent and expediter of supplies 
for the Loyalist Army. 

Now in his late fifties, he is short, mus- 
cular, broad in the face and _thickset. 
Unlike most Communist leaders, he is an 
intensely sociable man. He attends many 
parties and converses volubly in half a 
dozen languages. 

The latest expression of his national- 
ism is also an additional statement of his 
defiance of Moscow. This was a proposal 


cused of 


—Herblock in Washington Post 


‘The sovereign Government of Yugoslavia is ac- 


acting like a sovereign Government’ 


severely. He is of a different stripe from 
Mr. Tito, and is hardly expected to make 
trouble for himself with the Kremlin. 

Premier Dimitrov was installed in 
power by the Soviet Army, after more 
than 40 years of revolutionary activity in 
all parts of Europe. Although the Soviet 
Army has withdrawn, the Bulgarian 
Army and police contain a large comple- 
ment of Russian officers. Mr. Dimitrov is 
their willing prisoner. 

The federation idea and Marshal Tito 
have friends in Bulgaria, however. Ap- 
proving expressions have come from 
Sofia publications since the crisis began. 
Plainly there is dissension in the state. 
and the Kremlin may be expected to step 
briskly upon any possibility of Bulgaria’s 
joining in the federation. 

In Hungary, trouble may be in the 
making for Matyas Rakosi, the Com- 
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Russia, however, maintains a supply and 
communications line into Germany 
through Hungary and that means the 


Ey 
presence of sizable Soviet Army groups 
to keep an eye on the local dictator. 

In Rumania, Communist Dictator Ana 

Pauker, whose title is Foreign Minister, 

has gone so far away from nationalist 

standards as to urge that the country be 

a made a part of Russia. On questions of 
ulgaria domestic policy and other issues, she 
lea in faces opposition from a nationalist group 

Hort to within the party. Reportedly a purge al- 

him. ready has begun. 

verned Mrs. Pauker, another old-line Com- 

endent munist, sharp-tongued, a rabble-rousing 

riendly orator, also was put in power by the 
Soviet Army, which, as in Hungary, 

“i Was maintains a “communications — line” 

© local across Rumania. Mrs. Pauker always is 

loscow quick to do the bidding of the Kremlin. 
rather She now is beginning to emerge as the 

—. top Communist boss of the Balkans. 


In Czechoslovakia, Premier Klement 
Gottwald is trying to consolidate Com- 
Fran Ae munist gains through a ruthless use of 

ONCE UPON A TIME: STALIN & TITO PARADED SIDE BY SIDE IN BELGRADE police power. Nevertheless, even his po- 


. lice could not keep a crowd of Czechs 
... May Day, 1948, diff ina 
o_o schaashadaneteait from cheering for Tito. Mr. Gottwald 


faces revolt from both within and with- 
out. Czech exiles as well as the Czech 
underground are organizing against him. 
But he seems firmly entrenched. 

In Poland, another Soviet Army com- 
munications line keeps Vice Premier 
Wladyslaw Gomulka, the Kremlin’s agent 
there, in power, although the Communists 
are opposed by perhaps 80 or 90 per 
cent of the population. Mr. Gomulka, a 
veteran of the Polish labor movement 
who helped to organize the 1939 defense 
of Warsaw, faces an embarrassment. The 
Polish people have been fed a continuous 
stream of propaganda holding Marshal 
Tito up as the leader of a “people’s de- 
mocracy” and Yugoslavia as a model of 
progress toward socialism. 

The total picture, thus, is one of 





munist dictator. He is rowing with some with the Catholic Church, the influence 
of his Communist colleagues, who think of which he is trying to curb. Joseph 
him a little too slow moving, despite the | Cardinal Mindszenty. head of the church 
fact that 80 per cent of Hungarian in- in Hungary, has stood out staunchly 
dustry has been nationalized. Mr. Rakosi against the Rakosi program. Despite op- 
is calling for a purge of the party _ pressive arrests and other similar tactics, 
throughout the Balkans, to make it a the Cardinal’s following is large. 
more effective “striking” unit. Mr. Rakosi, an old and tried Com- 
He also is in difficulties over com-  munist worker, has spent years in Mos- 
munizing the farms. The peasants are cow. When the Soviet Army invaded 
openly opposed. Ruthless action prob- Hungary, he chose the office of Deputy 
ably would be necessary to bring this Premier from which to rule the country. 
about, And Mr. Rakosi is having trouble The Army has withdrawn, technically. 














ee 
Post limited encouragement. It is small won- 
is ac: der that leaders of the democracies are 
ment’ gleeful at Marshal Tito’s defiance. Ap- 
fan parently, there is little Russia can do 
wale about it, except send in her Army, work 
‘a by assassination or let it go. How far such 
dt a revolt could spread, however, is ques- 
nals tioned. 
rity i The satellite leaders, other than the + 
Soviet Marshal, seem firmly welded to Moscow, 
sarian with Soviet Army groups or the Kremlin- 
mple- directed police keeping them in hand. 
call Everywhere there is opposition, ranging 
from Marshal Tito’s forthright break to 
1 Tito the underground activities of peoples 
. Ap dominated by hatred for their con- 
from querors. For the present at least, the 
egal. pro-Moscow Communist leaders seem 
state. capable of keeping this in check. 
o step But a broad crack in the Soviet armor 
saria’s has been revealed, a sharp limitation on 
Russia’s strength, and there is a possi- 
n the TITO bility that chinks will appear in other 
Com- «.. as a Communist—in a class by himself satellite countries later on. 
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NEW SPURT IN PERSONAL EARNINGS | « 


Personal incomes, sky high by 
prewar standards, are going on 
up again higher than ever. There 
is no sign of a ceiling yet. 

Wages are up. Salaries are up. 
So are dividends and personal 
earnings. Nearly everybody has 
more money. 

Soaring incomes mean more 
shopping and buying, along 
with more savings. Abundance of 
spending money is to put new 
pressure on prices in months 
ahead. 


More people have more money to 
spend than ever before. Yet personal 
income, already of fantastic size, is on 
the way up again at a rapid rate. 

Wage increases, in a full third round, 
are adding to incomes. Dividend pay- 
ments are rising. Salaries are being in- 
creased by many companies at the time 
of wage increases. Earnings of profes- 
sional people and individuals in business 
for themselves are in a sharp rise. Farmers 
alone are not quite so well off as they 
were a few months back. Tax reduction, 
while not adding directly to income, is 
releasing what will become billions of 
dollars for private spending. 

The rise of incomes, already sensa- 
tional, apparently is to continue into 
1949. Spending by Government will do 
much to underwrite that rise. 

What has happened and is happening 
to the trend of personal income is shown 
by the accompanying chart. The story it 
tells is one of income inflation of un- 
precedented proportions. Dollars have 
been flowing into the pockets of indi- 
viduals in a steadily growing stream ever 
since 1940. 

Before the war, personal income 
amounted to $78,300,000,000. Taxes 
then took away $2,600,000,000. That left 
$75,700,000,000 for spending and saving. 
People saved $3,700,000,000 and spent 
the $72.000,000,000 that was left. On 
that basis, 1940 seemed like a boom year. 
People thought they had reached a high 
level of prosperity. 

By 1947, income of individuals had 
reached $196,800,000,000, well over two 
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==3 extensive research on a problem of ov}. § tive 


standing importance in National Affairs, | yeat 


Outlook for Level Three Times That of 1940} tha 


and a half times the 1940 level. Higher 
taxes took $21,500,000,000, still left 
$175,300,000,000 for individuals to use 
as they liked. Of that amount, people 
saved $10,900,000,000. They spent $164,- 
400,000,000—more than twice as much 
as their total 1940 incomes. At those 
levels, 1947 was the biggest year for 
consumer spending in history, to that 
time. 

Now, personal income is at an annual 
rate of $210,000,000,000. In one year, 
individual income has jumped more than 
$13,000,000,000. And taxes are taking 
away less of that income. After paying 
their personal tax bill of $20,000,000,000, 
all individuals together are getting $190,- 
000,000,000 a year to use for themselves. 
Even after putting aside $13,000,000,000 
for savings, at an annual rate, people still 
are able to spend an_ unprecedented 
$177,000,000,000 on goods and services. 
That level of spendable income accounts 
for the almost unlimited demand for 
products, for upward pressures on prices. 
And the level of income still is rising. 

By early 1949, if trends under way 
continue as expected, personal income 
will be at an annual rate of $224,400,- 
000,000, almost three times the 1940 
total. The personal tax bill will be about 
$19.600,000,000. People, thus, will be 
getting $204,800,000,000 a year for their 
own use if trends now under way con- 
tinue. The one-year jump of nearly $15,- 
000,000,000 of actual spending money is 
to mean more cash for new cars, new 
homes and new products and services of 
all kinds. 

Spending at that rate, however, will 
encourage still further price rises. Prices, 
in other words, will be bid up by income 
increases, since production will not be 
able to expand greatly. Individuals may 
not gain much in total purchasing power. 

Even so, people will manage to save at 
an annual rate of about $13,300,000,000 
in the first half of 1949, if present trends 
continue. They will spend $191,500,- 
000,000. 

Who gets the money? The answer 
to this question indicates who will do the 
big spending. There have been major 
shifts in income among groups since 1940. 
And the shifts are continuing. 

Wage earners and salary workers still 
are getting the major share, about two 
thirds of all personal income received 
from earnings and investment. Specifi- 
cally, wage and salary workers now are 
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individual income back in 1940. Now 
they are getting 9.1 per cent. That rela- 
tive share is to shrink somewhat in the 
year ahead, probably to about 8.4 per 
cent. A decline in agricultural prices, as 
world food supplies increase, can have 
that effect. But, even so, the farmers’ 
share during the first half of the com- 
ing year probably will come to about 
$17,700,000,000, at an annual rate. 
That compares with the $4,900,000,000 
that farmers received in 1940, when there 
were far more farmers to split the to- 
tal. Farmers and their families, conse- 
quently, are going to continue to buy 
heavily of consumer products, and also 
of farm machinery. 

Investors have not been faring so well 
lately. Their relative share of income has 
dropped from 17.5 per cent in 1940 to 
12.2 per cent now. And they are not 
likely to do much better than that in the 
year ahead. But their dollar share during 
the first half of 1949 will be at an annual 
rate of about $25,800,000,000, which 
will be double the 1940 rate. All major 
classes of investors—stockholders, bond- 
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holders and landlords—will take part in 
that increase. 

Business proprietors and professional 
people are making the biggest gains. 
Their share of the income dollar has 
grown from 10.4 per cent to 13.3 per 
cent since 1940. And that trend is con- 
tinuing. By early 1949, income going to 
business and professional people who 
are self-employed will be at $28,300,- 
000,000, not far from four times the 
1940 rate. 

What this means is that the real market 
for the more expensive consumer prod- 
ucts—homes, cars and heavy home equip- 
ment—will continue to be found among 
the owners of small businesses on the 
one hand and the doctors, lawyers and 
other professional self-employed on the 
other. This is the group that has the 
major share of individuals with incomes 
over $5,000, high enough to provide the 
cash for both necessities and luxuries. 
Some members of other groups are in the 
over-$5,000 class—some _higher-salaried 
people, some farmers, investors and wage 
earners. But the business and professional 





group includes the large number of in- 
dividuals with income enough to buy 
consumer durable goods. And the number 
is increasing. 

That is the picture of incomes for 
major groups of individuals. It is a pic- 
ture that shows a vastly expanded supply 
of money for spending on all kinds of 
goods and services that business can offer 
to consumers. 

A decline in income going to indi- 
viduals is to come, in time. When it does, 
it is likely to strike the hardest blows at 
those groups that have benefited most 
from the rise that has occurred. 

Prospect for the year ahead, however, 
is one of a steadily rising income for 
individuals, with more dollars for spend- 
ing and saving. If that trend continues, 
it means increasing ability of many people 
to buy the products they want and to do 
the things they enjoy. But it means, 
too, a steady upward pressure on prices 
that can hold back the rise in purchasing 
power for many people, and bring an 
actual decline in purchasing power for 
many others. 
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ROUND 3: SMALLER RISE IN WAGES 


Improved Bargaining Strength for Industry 


Score for the third round on 
wages can now be counted. 

Workers get raises of 11 to 13 
cents in big industries. Others 
range above or below that level. 
Strikes are few. 

Employers get greater strength 
in bargaining, because of the 
Taft-Hartley Act. Prices go up to 
absorb higher labor costs. 

Inflation gets another push. 


Pay raises for the third round are so 
far along that effects upon employers 
and workers can be added up as 
follows: 

Raises are widely varied among in- 
dustries, but in bigger industries are in 
the. pattern of 11 to 13 cents an hour. 
This compares with 18.5 cents in the first 
round, 15 in the second. 

Unions asked around 30 cents an 
hour, plus fringe concessions usually in- 
volving some form of social security. 

Employers are settling for less than 
half of original union demands, as a rule, 
minus fringe concessions, except in coal. 
Employer bargaining strength is turning 
out to be stronger in round No. 3 than 
in earlier rounds. 

Strikes largely are being avoided. 
Worker sentiment is opposed to strikes 
in this period of high cost of living. 
Union leaders are anxious to avoid big 
strikes that stir public sentiment in an 
election year. Unions are hopeful of 
making political gains in November by 
election of more friendly Congressmen. 

Looking ahead, these other points 
stand out: 

Taft-Hartley Act is adding to the risk 
of strikes. Strike procedure is formalized, 
more complicated. Striking has its dan- 
gers, too, when there is no guarantee that 
strike leaders are to get their jobs back. 

Stability in labor relations is improv- 
ing, with more of a tendency to sign two- 
year contracts instead of contracts for 
one year. Contract clauses other than 
those on wages often are being frozen 
for two years. This removes many issues 
from the bargaining table and gives less 
chance for strikes. 

Strike right, however, is being re- 
tained in most two-year contracts if there 
is an argument over wages in 1949. Con- 
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PARAPLEGIC MINER 
... the welfare fund got down to cases 


tracts usually permit reopening for wage 
negotiation after one year. 

Social-security demands of unions, 
on the other hand, are being put off for 
two years under most agreements. Coal 
is an exception. Employers are expected 
in 1949 to press Congress to impose fur- 
ther bans upon control of welfare funds 
so that there will be less cause for argu- 
ment over what can and cannot be done. 

Third-round settlements show _ this 
much, too: 

Flat pay raises are being favored over 
any complicated formula to govern pres- 
ent or future raises. 

Cost of living is not being adopted 
widely as the basis for a pay-raise for- 
mula. Living-standard increases on an 
automatic basis are not being accepted 
widely either. The General Motors Corp. 
formula, in other words, has not had a 
deep effect upon this year’s settlements. 

Price rises again follow wage rises all 
along the line. Idea of unions that pay in- 
creases could be squeezed out of profit 
margins is not working out in practice. 
Added wage costs are being passed on to 
consumers in the form of higher prices. 

Round No. 4 in the cycle of wage 
inflation is to be delayed in most indus- 
tries until mid-1949. Wage-reopening 


dates in several big contracts are fixed for 
June and July. Soft-coal date is July 1. 
Steel comes April 30, but a number of 
others are later. 

Industry by industry, this is how 
round No. 3 is shaping up: 

Steel is expected to give the ClO a 
raise similar to the 12% cents granted to 
miners by the soft-coal industry. A group 
of steel companies “reluctantly” agreed 
to the raise for their “captive” mines, but 
refused to sign a “union shop” clause on 
the ground that it is illegal without an 
election among workers, The steel indus- 
try last April refused a raise to the Steel- 
workers but said it might come later if 
efforts to halt price increases failed. 

Soft coal averted an industry-wide 
strike by giving the pay raise plus an 
increase in welfare-fund royalty from 10 
cents a ton to 20 cents. Operators also 
agreed to start distribution of $100-a- 
month pensions to retired miners. Other 
welfare benefits also are being paid from 
the 1947 fund of $50,000,000, previ- 
ously frozen by litigation. One project o 
this kind provides hospital treatment in 
California for paraplegic miners who 
were disabled in mine accidents. 

Hard-coal operators and Mr. Lewis 
used the bituminous settlement as a basis 
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for negotiating a contract for the anthra- 
cite fields. 

Auto manufacturers in most cases are 
ging along with the 13-cent pattern set 
by Chrysler Corp. rather than with the 
General Motors cost-of-living formula. If 
the price index continues its current rise, 
General Motors workers, starting with 11 
cents, Will have passed the 13-cent mark 
by September, when the first quarterly 
living-cost adjustment is to be made. 

Electric-appliance firms, in most 
cases, are giving raises of 8 per cent, 
rather than a flat cents-per-hour increase. 
These amount to raises of 9 to 15 cents 
for various groups of workers. 

Rubber companies are following an 
ll-cent pattern in settlements negoti- 
ated with CIO Rubber Workers. 

Aluminum worked out a range of 10 
to 16 cents an hour with CIO Steel- 
workers union, which holds bargaining 
rights in plants of the Aluminum Co. of 
America. 

Farm-equipment settlements are vary- 
ing from 9 to 13 cents. 

Meat packing defeated a CIO strike 
and held the wage increases at 9 cents, 
which had been accepted without a strike 
earlier by AFL and independent unions. 

lumbering in the Pacific Northwest 
gave a 12%-cent raise. 

Oil-refining firms ate being asked to 
follow the 17%-cent increase given the 
C10 by Sinclair Refining Co. and others. 


NEARING OF TESTS 
ON ‘CLOSED SHOP’ 


Union efforts to destroy effectiveness of 
union-security restrictions in the Taft- 
Hartley Act now are moving into the 
showdown stage. This is the picture: 

In coal, John L. Lewis has just won a 
major victory over the Act by forcing 
commercial coal operators to renew his 
“‘uiion shop” clause without an employe 
eection required by the law. However, 
steel companies operating their own 
mines refused to sign the “union shop” 
clause on the ground that it is illegal. 
They asked the National Labor Relations 
Board for an injunction against a threat- 
med strike. The “union shop” at stake 
allows an employer to hire anyone, but 
forces all workers to join the union after 
atrial period on the job. 

In shipping, some companies have 
agreed to continue to hire employes 
through the hiring halls conducted by the 
AFL Seafarers’ Union. Government at- 
tomeys, however, have argued that ex- 
dlusive use of the union hiring hall is 
iviolation of the Taft-Hartley Act pro- 
vision outlawing the “closed shop,” under 
which jobs go only to union members. 
Other shipping firms are resisting CIO 
forts to retain the hiring hall. An in- 
junction has delayed a CIO strike on 
this issue for 80 days. 

Elsewhere, the fight on other phases 
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THE AUTOMATIC FIREMEN 
THE FIRST FIVE MINUTES 


More can be done in the first five minutes 
after a FIRE starts than in the following 
five hours. The time to fight a FIRE is 
when it is small. 

GLOBE Sprinklers are always ready to 
take advantage of those first five minutes. 
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Nearly all subscribers to this 
magazine buy voluntarily. No 
salesmen call on them. They 
send in their checks regularly. 
This point has real signifi- 
cance for advertisers because 
they know that such highly 
voluntary subscription meth- 
ods mean interested readers. 
* 
U.S. News & World Report 
Advertising Department 


30 Rockefeller Plaza, New York 20, N. Y. 
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Reduce costs. Increase production 
and efficiency. The OFFICE 
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NLRB COUNSEL DENHAM 
... ahead—a legal showdown 


of the Act’s “closed shop” restrictions 
continues. Some employers have signed 
contracts considéred illegal by NLRB 
rather than face a strike. Newspaper 
publishers in several cities have held out 
for months against strikes of the AFL 
Typographical Union over the “closed 
shop” and other issues. In other cases, 
employers are signing compromise con- 
tracts that are designed to get around the 
restrictions imposed by the Act against 
the “closed shop” and “union shop.” 

A legal showdown on this “closed 
shop” controversy now is approaching 
before the NLRB. The Board’s General 
Counsel, Robert N. Denham, has filed 
several complaints charging that unions 
violated the law by trying to force em- 
ployers to sign illegal clauses. Mr. Der- 
ham also has warned that employers vio- 
late the law by signing such agreements 

The punishment that can be handed 
out for violations of union-security provi- 
sions, however, is somewhat limited. 

Fines or jail terms are not provided 
in the “closed shop” section of the Act. 
unless an employer or union leader is 
found guilty of contempt of court for 
failing to obey a court order enforcing a 
NLRB decision. Few cases ever go that 
far, however. 

Reinstatement of an employe, with 
back pay, probably would be the most 
severe penalty faced by an employer it 
this type of case. An employe who was 
discharged under an illegal “closed shop’ 
contract might collect back pay. 

The union might be ordered to pa 
part of this back pay, or all of it. Also. 
NLRB might cancel the union’s contrac! 
in the shop, on ground that the manage: 
ment co-operated too closely with the 
union in granting an illegal contract 
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QUICK CRACKDOWN 
IN BRITISH STRIKE 


Reported from LONDON 


When a Socialist Government cracks 
down on strikers, it makes American 
strike handling look mild in comparison. 
London dock workers have just found 
out how tough a workers’ Government 
can get. 

Troops as strikebreakers were the 
first weapon used against the unauthor- 
ized walkout of these workers. Soldiers 
were called out to move food supplies 
that had been tied up on the docks for 
two weeks. This was the third time in 
three vears that the Labor Government 
had sent troops to break a strike, and 
on another occasion the threat of troops 
ended a walkout. 

A state of emergency next was de- 
cared. This brought into play drastic 
powers enabling the British Government 
to control the dock areas and keep sup- 
plies moving. Such powers had not been 
invoked in peacetime since the British 
general strike that took place during 
1926. 

A strong condemnation of the strike 
then was delivered over the radio by 
Prime Minister Clement Attlee. He de- 
manded that strikers return to their jobs. 
The walkout was called off immediately, 
before Government use of its emergency 
powers, 

In contrast, 


American Presidents 


hesitate to invoke emergency powers or 
call out troops even after the national 
economy has been crippled for weeks by 
strike action. Except in wartime, federal 
troops have not been used against strikers 
for years in this country. 
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HAT thieves and marauders 

W think of Cyclone Chain Link 

Fence is usually unprintable. But what 

plant management thinks, you can tell 

from the fact that Cyclone is the 

world’s most widely used property pro- 
tection fence. 

The reasons for Cyclone’s popularity 
lie in its excellent design, sturdy con- 
struction and strict installation stand- 
ards. It stands up in tough conditions 
of weather and terrain, giving years 
of trouble-free service. With Cyclone, 
top rails won’t buckle, gates won’t 





drag, posts won’t get out of alignment. 

To get the facts on U-S-S Cyclone 
Fence for yourself, send for your free 
copy of our illustrated book giving full 
data and specifications. Or ask for an 
expert Cyclone engineer to assist you 
in planning and estimating. 

There’s no obligation—and remem- 
ber—no job is too large or too small 
for Cyclone. 

CYCLONE FENCE DIVISION 
(AMERICAN STEEL & WIRE COMPANY) 
WAUKEGAN, ILLINOIS BRANCHES IN PRINCIPAL CITIES 

UNITED STATES STEEL EXPORT COMPANY, NEW YORK 
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*3 However and wherever you spend your vacation, 
steel helps you to get the most out of it. 
Steel in fishing tackle, golf clubs and bicycles; 
in trailers, camping gear and picnic stoves; 
in motorboat engines and the rigging of sailboats, 
Besides, steel helps to speed vacation journeys, 
leaving more of the precious days and hours 
for you to swim, golf, sight-see, or just loaf. 
If you drive, you’ll travel in an automobile 
built chiefly of steel, over concrete highways 
built with steel reinforcing and steel guard rails. 
Likewise, if you go by train, bus, ship, or plane, 
taking you there and bringing you safely home, 


renewed and refreshed, is largely a job for steel. 
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Trend of Americgn Business 











24th and N Streets, N.W. 
Washington, D.C. 


Building boom is going ahead, is not checked by the end of Title 6 loans, by 
insistence that insured-mortgage credit must be based on value, not on cost. 

Home building still is being fed by Title 2 credit, by Title 6 guarantees 
that have not yet been spent, by bank credit and other noninsured mortgages. 

Boom is to go on through 1948 at least, is to involve $16,000,000,000 or 
more in spending. Building activity is at the highest level since the 1920s. 

Housing units: completed in 1948 may approach 1,000,000. Plant building, 
commercial building are at high levels too. Construction industry is operating 
close to capacity, is providing strong underpinning for the boom in general. 





There is a lot of misconception about Title 6. When that section died it 
didn't mean that all cheap housing credit ended,’ or that even a significant pro- 
portion of insured-mortgage credit was removed from the real estate market. 

An examination of the mortgage business shows the following: 

Title 6 was reSponsible for 157,000 small-home mortgages in 1947, for 50,000 
rental projects. But housing starts last year totaled 849,000. 

Insured mortgages, under Title 2 and Title 6, accounted for only 37 per cent 
of total home mortgages issued during the first five months of this year. 

Title 2 of the Housing Act still applies. There's little reason to doubt 
that Title 2 will fill up most of the Title 6 gap. Terms still are easy. 

Veterans' Administration also continues in mortgage-insurance business. 

Noninsured mortgages are available from banks and other private lenders. 

Fact is that mortgage credit is more abundant than the supply of building 
materials or of construction labor. It's still not difficult to finance a home. 
The difficulty is in building enough homes to meet demand. Demand in the -build- 
ing industry probably is stronger than any other field, except autos. 











Rental projects may suffer because of lack of Title 6 credit. 

Builders were using Title 6 rather freely on rental projects. Insurance 
virtually covered 100 per cent of cost, since guarantees allowed for profit. 

Any dip in rental building, however, is expected to be mild. Housing offi- 
cials believe that the prospect of high rents on new projects, which are not un- 
der rent controls, will continue to stimulate home building for rent. 

New building contracts awarded in May hit a postwar high. That is a posi- 
tive sign that building activity will be high for months. 








The Government campaign against basing-point prices is bearing fruit. 

Cement industry is preparing to quote prices at the mill, instead of on de- 
livery to the buyer. Customers will pay freight from mill to destination. 

Cement pricing is being changed as a result of the Supreme Court decision 
that outlawed this industry's basing-point system. 

Building bricks also are being priced on a basis of f.o.b. Shipping point. 

Electrical-equipment companies are reported to be abandoning delivered 
prices and zone prices, too. Buyers are being quoted prices at the factory. 

Both of these industries face actions because of basing-point prices. 

Under present circumstances, producers’ interests appear to fit easily into 
the f.o.b. pricing that Government antitrust lawyers seem to prefer. Most pro- 
ducers have backlogs of orders that run for months ahead. They are under no 
pressure to absorb shipping charges. Buyers are in no position to protest. 
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TREND OF AMERICAN BUSINESS-- (Continued) 


Steel industry is being watched for any sign of f.o.b. pricing. 

New cement pricing was first announced by a cement-producing subsidiary-of 
U.S. Steel Corp. Customers are wondering whether steel will follow suit. 

Steel basing points are under Government attack, but steel producers insist 
that they are preparing for a long court suit to defend their system. 

Shift toward f.o.b. pricing in cement, bricks, electrical equipment is 
likely to mark a long-term trend. The Government has been winning antitrust ac- 
tions with increasing regularity where basing-point prices have been used. 











Steel allocations, on any formal basis, are not in the cards. President 
Truman now confirms what has been reported in these pages in earlier issues. 

Steel for defense goods is to be supplied under voluntary allocations. 

Defense requirements for steel are small, 2 to 3 per cent of total output. 
There should be no difficulty at all in supplying that amount of steel. 

Real steel-supply problem comes in Supplying oil companies, railroad-car 
builders, building contractors, automobile companies, farm-implement makers. 

Voluntary allocations now apply for most big users of steel. The flow of 
steel is not too satisfactory under this system, but there is virtually no pres- 
sure to change. Neither Government nor industry wants formal control. 














Formal business controls, in fact, have few supporters at the moment. 

Plant-seizure power in the draft law is to remain unused. 

Allocation, rationing, price control over any item are not considered. 

Congress is unlikely to be called back in special session by Mr. Truman. 

Business operations are to be allowed to continue without any Government 
interference or threats of interference for the remainder of this year. A new 
Congress is very unlikely to propose the addition of any more controls. 











Aluminum is another metal that now threatens to become still scarcer. 

Aluminum production was hit hard by Columbia River floods. 

Power supply in the Tennessee Valley also is short. Aluminum output has 
been curtailed in that area because there is no power to Spare. 

Qutlook is that aluminum will be added to the metals-shortage list. That 
will reflect in the demand for steel. Aluminum and steel are interchangeable 
in many products, and the lighter metal had been replacing steel rather widely. 











Money supply--currency and bank deposits--may expand in months ahead. 

Treasury is likely to be spending more money than it takes in. 

The huge budget surplus--$8,419,000,000--had been a powerful restraint on 
the expansion of money and credit, particularly over the last six months. 

Surplus Treasury cash had the effect of taking spending money away from 
people. It also reduced bank deposits and the ability of banks to make loans. 

That process now is ending. Treasury operations now promise to have the 
opposite effect, to add to spending power. Federal Reserve authorities also 
have exhausted most of their power to restrain bank credit. It all adds up to a 
situation whereby more money is likely to be pumped into the Spending stream. 











Banks, too, probably will be under pressure to make more loans. 

Rising costs of doing business increase the need for cash. Business firms, 
as a result, are likely to apply for bank loans in increasing volume. 

Consumer credit also is expanding, adding to the forces of inflation. 








Vacation policy of industry, at the same time, is reducing output. 

Factory production will slump in summer months as workers take vacations. 
Coal mines shut down for 10 days. Industrial plants also are closing. 

Summer vacations now are a widespread industrial practice. When industry 
operates at capacity, effect of vacations is to reduce the volume of goods. 

Coming at this time, vacations add to the inflationary potential, too. 
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Prices have climbed above their Jan- 
uary peak to the highest since 1920. 
As a result, the U.S. rate of dollar 
spending is moving upward again. 

Wholesale prices reached 166.7 on 
the Bureau of Labor Statistics index 
for the week ended June 26, com- 
pared with 165.5 at the top last 
January and 167.2 at the May, 
1920, peak. Food prices jumped to 
a new high. Farm-product prices, 
up sharply, had regained almost all 
of their 10 per cent drop in February. 

Industrial goods rose to a new high 
since 1920, led by metals and metal 
products and building materials. 

Dollars spent by consumers may reach 
a new record as retail prices rise. 

Department-store sales, at about 305 
in June on the Federal Reserve 
index, were slightly below the rec- 
ord of 309 for May. 

Retail-store sales in May were only 2 
per cent below their April peak. 
The drop was due chiefly to a cut 
in auto production following the 
coal strike. 

Consumer durable goods are selling 
in big volume. Factory unit sales 
of electric ranges recently have been 
71 per cent above a year ago, 106 
per cent above 1941. Washing- 
machine sales have been 39 per 
cent above a year ago, 132 per cent 
above 1941 Refrigerator sales have 
been 48 per cent above a year ago, 
but still 19 per cent below 1941. 

A lag in sales, however, is taking 
place in autos, vacuum cleaners 
and radios. Passenger-car sales by 
factories, owing to the steel short- 
age, have been running only 4 per 
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cent above a year ago. Vacuum- 
cleaner sales have run 15 per cent 
above last year as sales competition 
stiffened. 

Stimulants to durable-goods sales 
have appeared in the revived fear 
of shortages growing out of military 
spending and U.S. aid to Europe. 

Installment credit is stimulating sales. 
The amount outstanding rose to 
$6,957,000,000 on May 31, up 
nearly 50 per cent in a year. 

Expansion of installment credit can 
speed up if output rises and com- 
petition for sales becomes keener. 
The amount of installment credit 
outstanding, as shown by the top 
chart, is still low in relation to sales 
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of durable goods, partly because 
liquid assets of individuals are very 
large. These assets totaled $172,- 
000,000,000 at the end of 1947. 

Liquid assets of individuals are wide- 
ly distributed. Low and middle- 
income groups still own sizable 
amounts. 

Corporations are making bigger prof- 
its, but dividend rates are abnor- 
mally small. Profits are being rein- 
vested in plant and equipment and 
inventories. This increases total 
U.S. production, adding more to 
wages than to dividends. 

Support is given to employment and 
incomes by the high rate of Gov- 
ernment and business spending. 

Exports, financed in good part by 
Government gifts and loans, were 
at a rate of $13,236,000,000 per 
year in May, down only 2 per cent 
from April. Exports financed directly 
by the Economic Co-operation Ad- 
ministration are growing. 

New construction activity rose to a 
record rate of $17,400,000,000 per 
year in June, compared with $14,- 
000,000,000 for the year 1947. 

Inventory accumulation by manufac- 
turers totaled $300,000,000 in May. 

Factory output rose to 200 on the in- 
dicator below in week ended June 
26, from 197.3 the previous week. 

Consumer spending for durable 
goods alone is greater than new- 
construction expenditures, business 
spending for machinery and equip- 
ment, or Federal Government pur- 
chases .of goods and services. It is 
a major support to the boom de- 
spite the continuing rise of prices. 
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A NEW IDEA... A NEW SERVICE 


a Florida Beach Home 


Newly Created for Executives 
Their families—friends— 
or business associates 


The freedom and privileges of your own 
Florida beach home without maintenance 
expense and trouble . . . at a chargeable 
business expense. Maintained exclusive- 
ly for you... always kept ready for you 

. everything supplied. Maid service, 
private telephone, new and completely 
equipped . . . you need bring nothing! 


Beautiful island on Florida west coast a 
bridge length away from St. Petersburg 
mainland. Zoned, restricted, landscaped. 
Gulf of Mexico and 8 miles sandy beach 
on one side . . . Boca Ceiga Bay on the 
other. Scheduled transportation along 26 
mile island chain . . . to St. Petersburg 
20 Shopping centers, 
schools, churches on island. Finest salt 
water fishing grounds in Florida. Golf 


minutes away. 


course few minutes away. 


HOMES AND ROOMS 
LIKE THESE 


Four-room villas in two-villa 
homes. Tile roofs, tile floors, 
concrete construction. Living 
rooms, bedroom, tile bath, 
electric kitchen all equipped. 
Heating system. Yearly lease, 
all services, all utilities in- 


cluded. 












YEARLY LEASE $2500. 


WIRE! Allocation of Villas being made by wire 
in order of receipt because availabilities limited. 
Upon receipt of wire our bank will send descrip- 
tive lease and plat to your bank. Give name of 
bank in wire. Lease executed by your bank upon 
deposit of $2500 and signing lease. Reservation 





held until your bank receives lease. Ready 
August 1. State your starting month. 
Boco 
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What you as a businessman CAN and CANNOT do 


as a result of federal court 


YOU CAN, in bargaining over a union 
contract, insist that the contract contain 
a waiver of the union’s right to strike or 
to respect picket lines. The National 
Labor Relations Board finds that three 
companies, which showed a willingness 
to bargain and to reach a compromise, 
were not guilty of unfair labor practices 
because they insisted on such waivers. 

* * * 

YOU CAN use a simpler form in ap- 
plying for an increase in your rent ceil- 
ings if you have no more than four 
rented homes or apartments. The Hous- 
ing Expediter issues a short form to be 
used by small-scale landlords in applying 
to area rent offices for hardship adjust- 
ments. This form may be used to show a 
decrease in net income from rental units 
because of higher costs of taxes, fuels, 
utilities and insurance. A new adjustment 
provision also is provided for other land- 
lords operating at a loss under rent con- 
trol. 


* * * 


YOU CANNOT, as a landlord, expect 
to prevent agents of the Housing Expe- 
diter from entering your leased property 
to investigate complaints that rent ceil- 
ings are being violated. A circuit court of 
appeals overrules a district court, and 
orders an apartment owner to admit rent- 
control agents to his property to investi- 
gate complaints. 


* * * 


YOU CAN sometimes get tax officials 
to accept a joint income tax return, on 
xehalf of yourself and your wife, even 
though one of you does not actually sign 
the return. The U.S. Tax Court rules in 
one case that a joint return was filed on 
Form W-2 by a husband and wife, even 
though she did not sign the form, It was 
shown that both intended the form to 
serve as a joint return. 


* * * 


YOU CAN probably count on obtain- 
ing steel products during the next eight 
months for the manufacture of warm-air 
heating equipment. The Office of In- 
dustry Co-operation of the Commerce 
Department announces that a voluntary 
agreement to provide 233,000 tons of 
steel products for this equipment has 
been approved by the Attorney General 
and the Secretary of Commerce. 


and administrative decisions; 


YOU CAN continue to get a subsidy 
on your exports of cotton. The Depart. 
ment of Agriculture announces that this 
program is being continued. The current 
export subsidy rate of 10 cents a bale 
will remain in effect where notices of 
sales are received by the Production and 
Marketing Administration in New Or. 
leans. 


* * * 


YOU CANNOT expect to get NLRB to 
decertify a union as bargaining agent 
in your plant on petition of one of your 
supervisors. The Board dismisses a peti- 
tion for a decertification election because 
it was filed by a supervisor. NLRB points 
out that the supervisor was a representa- 
tive of the employer, and could not file a 
petition of this kind on behalf of rank- 
and-file employes. 


* * * 


YOU CAN wait until September 15 to 
comply with changes in official interpre. 
tations of the Fair Labor Standards Act 
in connection with overtime pay. The 
Wage-Hour Division of the Labor De- 
partment postpones until that date en- 
forcement of this new policy. The 
changes relate to offsetting of premium 
pay, for working Saturdays, Sundays or 
other irregular hours, against weekly 
overtime pay due under the Act. 


* * * 


YOU CANNOT expect tax officials to 
recognize a family partnership for tax 
purposes where minor children contribute 
neither capital nor services to the busi- 
ness, even though a salaried employe 
takes part in operation of the business on 
behalf of the children. The U.S. Tax 
Court rules that one arrangement of this 
kind does not qualify as a partnership. 


* * * 


YOU CANNOT be required to rein- 
state a former employe in his old job on 
the basis of his postwar service with the 
National Guard. The Solicitor’s Office of 
the Labor Department issues an opinion 
than an employe does not earn reinstate- 
ment rights under Selective Service Act 
by service in National Guard since its re- 
moval from active service with the Army 
in 1946. Re-employment rights will ap- 
ply, however, for those leaving permanent 
jobs for active service in the Army, Navy 
or Air Force under the new draft act. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 


courts and Government 


ureaus. In making their decisions, courts and bureaus considet 


many facts which, for reasons of space, cannot be set forth in detail. U.S. News & Word 
Report, on written request, will refer interested readers to sources of this basic material. 
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We've Been Asked: 


ABOUT FHA HOME LOANS STILL AVAILABLE 


With the ending of Title 6 loans, many 
builders and home buyers will now switch 
to another type of FHA loans, guaranteed 
under Title 2 of the National Housing 
Act. Terms and conditions for these are 
less favorable than they were for loans 
under Title 6, which Congress did not 
extend. But the present boom in build- 


fected immediately by the expiration of 
Title 6. 

New interest thus is raised in the Gov- 
emment’s guarantee of loans under Title 
9. This is a permanent program, having 
been written into law before the war. 
Many builders, lenders and home buyers 
want to know just what credit is available 
under this program. 


What loan guarantee is offered? 

On single-family dwellings, FHA  of- 
fers a mortgage guarantee that often 
amounts to 86 per cent of the value of 
the property. This means 90 per cent of 
the first $6,000 and 80 per cent of the 
next $4,000. The maximum guarantee 
on these homes is $8,600. These guar- 
antees apply only for single homes to be 
occupied by owners, which are approved 
before the actual building begins. 


What about larger family units? 
The guarantee on dwellings for up to 
four families is limited to 80 per cent of 
the value, with the top guarantee on a 
four-family bwfiding being $16,000. Dif- 
ferent rules apply for larger apartment 
houses and home developments. 


On what conditions are loans made? 
Repayment of these FHA-guaranteed 
loans usually is required within 20 years, 
but in some cases the payments can be 
spread over 25 years. Interest rates can 
run up to 4% per cent, with one half of 
1 per cent being charged for the mort- 
gage insurance. 


Are loans on old houses guaranteed? 
Yes. Here the maximum amount of the 
guarantee is 80 per cent of FHA’s valua- 
tion of the property. And only 20 years 
is allowed for paying off the mortgage. 


What is offered on 
projects? 
The rules are somewhat different for 
loans on large apartment houses and 
home developments. Amount of the guar- 
antee on a rental project involving 12 or 
more units is 80 per cent of the estimated 
value of the property when completed. 
Interest is 4 per cent, with the usual one 
half of 1 per cent mortgage-carrying 
charge. On such large rental projects, the 
periods allowed for complete repayment 


large rental 
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are worked out with FHA on an individ- 
ual basis. 


What other conditions apply? 

One condition, to which many builders 
object, is that the maximum amount of 
mortgage is limited to $1,350 per room 
in large apartment houses and develop- 
ments. Under the old Title 6 mortgages, 
this maximum per room was $1,800. The 
lower figure now prevailing is expected 
to curtail the building of large rental 
projects under FHA guarantees. 


How much can be borrowed? 

On these large rental projects, the maxi- 
mum mortgage is $5,000,000. That would 
mean that a development valued at 
$6,250,000 could be undertaken with 
FHA standing behind 80 per cent of this 
amount. 


Who can get guaranteed loans? 
FHA insures home loans for individuals, 
corporations, partnerships and organiza- 
tions. Loans for large rental projects are 
insured only for such organizations as 
corporations, associations and co-opera- 
tive groups. 


How are appraisals made? 

The rules on appraisals for Title 2 loans 
are much stricter than they were under 
Title 6. The valuation is based on the 
price that a typical buyer would be justi- 
fied in paying for the property for long- 
term use or investment. This formula 
gives less consideration to present high 
costs than was possible under Title 6. 


Does FHA itself make home loans? 
No. FHA merely insures a percentage of 
the amount of loans made by private 
lending institutions. It makes no direct 
loans for building or buying homes. 


How are FHA loans obtained? 

A builder or home buyer can go first to 
an FHA office and discuss preliminary 
plans for getting the agency to guarantee 
his loan. FHA will want to know some- 
thing about the proposal for building 
or buying property, and whether it is to 
be sold, rented or used as a home by the 
borrower. If FHA approves the tentative 
plans, then the borrower goes to a bank 
or some other lending institution. Where 
an agreement can be reached on terms 
and other conditions, the mortgage insur- 
ance is signed by all three parties—the 
lender, the borrower and an FHA agent. 


Do rent ceilings apply on FHA-loan 
homes? 

Not on new homes. There are no rent 

ceilings on new homes and apartment 


houses that now are being built with 
the aid of FHA-insured loans. Rent con- 
trol does apply, however, for a num- 
ber of existing homes that have FHA 
mortgage insurance. 


Are veterans given preference on FHA 
loans? 
No. FHA insurance on home loans is 
available to both veterans and nonveter- 
ans on an equal basis. But veterans of 
World War II still can finance the build- 
ing or buying of homes through loans 
insured by the Veterans’ Administration, 
as well as by FHA loans. This VA financ- 
ing, of course, is not available to non- 
veterans. 


What about veterans’ housing co- 
operatives? 
FHA now can insure co-operative hous- 
ing projects for veterans of World War 
II. This insurance can run up to 95 per 
cent of FHA’s estimate of the value of 
the project when completed. The limita- 
tion on insurance of mortgages to $1,350 
per room also applies for co-operative 
enterprises. This may limit the number 
that are actually built at this time under 
the provision for such projects, which 
has just been written into the National 
Housing Act by Congress. 
Can banks now sell insured mort- 
gages of veterans? 

Yes. To some extent. Congress increased 
available funds with which the Govern- 
ment can buy from banks and other lend- 
ers some of their veterans’ home mort- 
gages insured by FHA. It also restored 
the authority of the Government to buy 
mortgages guaranteed by the Veterans’ 
Administration under the GI Bill of 
Rights. This brings back into action, to a 
limited extent, the secondary market for 
Government-backed mortgages on veter- 
ans’ homes. 


How are the mortgages sold? 

Banks and other lending institutions can 
sell some of their veterans’ home mort- 
gages insured by FHA and VA to the 
Federal National Mortgage Association, 
a subsidiary of the Reconstruction Fi- 
nance Corp. But only mortgages insured 
after April 30, 1948, may be bought by 
the agency. And a lender may not sell to 
the agency more than 25 per cent of the 
lender’s holdings of these mortgages. 
Furthermore, the secondary market is 
available only for veterans’ insured mort- 
gages on houses for one to four families. 
These restrictions will limit to a large ex- 
tent the sale by banks and other lenders 
of insured mortgages to the Mortgage 
Association. 
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RISING COST OF GOVERNMENT 


Defense as Chief Factor in New Fiscal Year 


At the turn of the fiscal year, 
Treasury books tell a vivid story 
of what has happened to the cost 
of peacetime Government. 

Spending is five times what it 
was 10 years ago. Taxpayers put 
up seven times as much. Surplus 
hit a record high. 

Big spending is in items direct- 
ly related to World War Il. Ordi- 
nary costs of Government have 
risen much less. 


What the U.S. taxpayer is up 
against in trying to support his Gov- 
ernment after nearly three years of 
peace is shown graphically on Treas- 
ury books for the fiscal year just 
ended. 

In that period—the fiscal year 1948, 
which closed June 30—the Government 
spent more than $5 for every $1 it spent 
in fiscal 1938, just a decade earlier. From 
taxpayers, it collected more than $7 
for every $1 it collected in the fiscal 
year 1938. 

For the year just closed, the Treasury 
found itself with a budget surplus—that 
is, an excess of income over outgo—that 
was greater than the annual cost of 
Government in years prior to the 





Reg. U.S. Pat. Off. 


collected in fiscal 1945, when revenues 
reached a wartime peak. The excess- 
profits tax was in effect then. 

Spending, as shown by Treasury ac- 
counts, was $36,326,000,000 in the fiscal 
year 1948. However, to that must be 
added $3,000,000,000 that. Congress or- 
dered the Treasury to set aside toward 
the first year’s operation of the European 
Recovery Program. That is a bookkeeping 
transfer designed to ease the Govern- 
ment’s financial situation in the fiscal year 
just started. Congress’s idea in ordering 
such a transfer was to make room for the 
individual tax cut. With that addition, 
spending came to $39,326,000,000. 

At that figure, spending was $3,179,- 
000,000 less in fiscal 1948 than in fiscal 
1947. It was in the 1947 fiscal year that 
the Government put up its subscriptions 
to the International Bank and Monetary 
Fund, and budgeted nearly $2,000,000,- 
000 for GI terminal-leave pay. 

Surplus for the 1948 fiscal year was 
$8,419,000,000, from which must be 
subtracted the ERP set-aside. That leaves 
$5,419,000,000. Even so, the surplus is 
by far the highest ever recorded. It broke 
the record of the fiscal year 1927, when 
the Treasury collected $1,155,000,000 
more than it spent. 

The big surplus in the year just ended 
enabled Treasury Secretary John W. Sny- 
der to trim nearly $6,000,000,000 off the 
public debt. The Treasury will not be 
able to keep debt retirement going at 





such a clip in years ahead. Even if the 
Government could pay off $6,000,000. 
000 of the debt every year, it would be 
1990 before the whole amount would 
be retired. At the turn of the fiscal 
year, the debt stood at $252,000,000,000, 

Where the money came from in 
the year just ended to provide this big 
surplus over federal expenses is shown 
by the table on this page. 

Income taxes, corporate and individ. 
ual, produced $31,200,000,000. Without 
the tax cut voted by Congress in April 
income tax collections would have been 
at least $600,000,000 higher than that, 

Even so, income taxes turned wp 
$1,900,000,000 more than in the year 
ended June 30, 1947. That increase re. 
flects higher salaries, wages and business 
profits. The more money the public earns, 
the more there is to tax. 

Excises were good for $8,300,000,000, 
up $300,000,000 over the preceding 
year. The explanation here is increased 
spending on luxury goods, on travel and 
other things that bear excise taxes. 

Employment taxes, the net after de- 
ductions are made for expenses of such 
programs as old-age and survivors’ i- 
surance, produced $800,000,000, which 
was $200,000,000 more than in the pre- 
ceding year. This, again, reflects prosper. 
ity and high employment. 

Customs were off about 15 per cent, 
producing $400,000,000 for fiscal 1948. 
A principal reason for this decline is the 

recent reduction in many of this 





New Deal. 

Government financing at these 
levels is to go on for years more. 
Federal spending in the fiscal 
year 1949, which began July 1, 
is likely to be even greater than 
in fiscal 1948. Taxpayers, thus, 
will have to get accustomed to 
an entirely new scale of peace- 
time Government operations. 

The following analysis of 
Treasury accounts for the fiscal 
year just ended will be helpful 
to people who find it hard to 
fathom the idea of a $40,000,- 
000,000 Government. 


Income for the year totaled Interest 5,000,000,000 5,200,000,000 There are 15 individuals who 
$44,746,000,000. That was larg- Tax refunds 3,000,000,000 2,300,000,000 av inc axes , for ever\ 
er than federal revenue for al Foreign aid 5,900,000,000 —_2,300,000,000 “i a4 i. a nT 2 . na 
ee ee a Other 6.900,000,000 —_ 8,000,000,000 vie? b Sy — 2 ree 
si et Total $42,500,000,000 $36,300,000,000 renal pon as es sail 
ee ee oe Surplus $700,000,000 — $8,400,000,000* en SOR Se ee re 


for individuals that Congress 
voted last April. It was just a 
little less than the Government 





Income 


*Less $3,000,000,000 set 
European Recovery Program. 


Federal Income and Outgo 


Year ended 
June 30, 1947 


Income taxes 
(individual and 
corporate ) 
Excise taxes 
Employment 
taxes (net) 
Customs 
Sales of surplus 
property 
Other income 
Total 


$29,300,000,000 
8,000,000,000 


600,000,000 
500,000,000 


2,900,000,000 
1,900,000,000 


$43,200,000,000 


Spending 
National defense 
Veterans 


$14,400,000,000 
7,300,000,000 


Year ended 
June 30, 1948 


$31,200,000,000 
8,300,000,000 


800,000,000 
400,000,000 


1,900,000,000 
2,100,000,000 


$44,700,000,000 


$12,000,000,000 
6,500,000,000 


Government's tariff rates. 

Surplus-property sales de- 
clined from $2,900,000,000 in 
fiscal 1947 to $1,900,000,000 in 
fiscal 1948. 

Other income was $2,100; 
000,000 against $1,900,000,000 
in the preceding fiscal year. 

These figures help to explain 
how the Government has mat- 
aged to multiply its income by 
seven in the last 10 years. Ex 
cises alone, still at wartime 
levels, produce more money now 
than the Government collected 
from all sources before the wat. 





aside for first year’s operation of 


during the same period. 
Where the money went" 
the other important part of the 
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story of Government financing in the 
year just ended, 

' National defense was the big item. 
Defense spending totaled $12,000,000,- 
)00. It cost $7,700,000,000 to run the 
Amy and Air Force, and $4,300,000,000 
to run the Navy. As the table shows, the 
total was considerably less than for the 
year ended in mid-1947. However, de- 
fense spending is expected to rise rather 
sharply in the months just ahead. 

Aid to veterans cost $6,500,000,000. 
fhis, again, was less than in the preced- 
ing year, but veterans’ programs still cost 
more than the whole cost of Government 
in vears before the New Deal. 

Interest on the public debt reached 
$5,200,000,000, a new high. The Treas- 
urv has raised short-term interest rates 
during the last year. Also, more and 
more of the debt is being shifted into 
long-term securities, bearing higher rates. 

Tax refunds amounted to $2,300,000,- 
000. The Treasury paid out $3,000,000,- 
000 for refunds in the preceding vear. 

Foreign aid cost $2,300,000,000, in 
addition to the $3.000,000,000: set-aside 
for the first year’s operation of ERP. 
Foreign aid cost $5,900,000,000 in the 
fiscal vear 1947. 

These five items add up to a cost of 
§28,300,000,000. That is more money 
than the whole Government spent dur- 
ing the 19 months of U. S. participation 
in World War IT. 

General Government costs are on top 
of all that. These costs account for the 
remaining $8,000,000,000 of — federal 
spending during the year just closed. 
Spending for general Government was 
$6,900,000,000 in fiscal 1947. The in- 
crease Was spread over many agencies 
and programs. Here are some of the 
places where the outlays for general Gov- 
erment went in the vear just closed: 

Farm programs cost $1,400,000,000. 

Social Security and other welfare pro- 
grams cost $1,000,000,000. 

Public roads and buildings involved 
outlays of $356,000,000. 

Post Office Department ran a deficit 
of $310,000,000, which was made up 
out of the year’s tax collections, 

Treasury operations, other than inter- 
est payments and tax refunds, cost about 
$640,000,000. This figure includes the 
expenses of the Bureau of Internal Reve- 
nue in collecting taxes. 

Commerce Department spent $170,- 
000,000, 

Interior Department spent $350,000,- 
000, 

Justice Department outlays totaled 
$119,000,000. 

Labor Department costs were $87,- 
000,000. 

State Department spent $670,000,- 
000. 

Congress’s 
$43,000,000. 

Federal courts cost $20,000,000. 

For most of these agencies and pro- 


operating expense was 
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‘Te magic in 4 feet 8% inches 
lies in this: that’s the exact dis- 


tance between the rails of vir- 
tually all railroad tracks on the 
North American Continent. 

And that means the cars of 
any railroad can ride the rails of 
every other—a fact which is the 
very foundation of American 
mass production and continent- 
wide distribution. 

This great advantage didn’t 
just happen. Originally, tracks 
were built to more than a dozen 
different gauges, ranging from 
2 feet to 6 feet. The change to 
one standard width did not come 
about by the requirement of 
legislation, but was the result of 
voluntary cooperation of the rail- 
roads. 

Today any railroad car can be 
coupled up with any other car or 
locomotive, can go anywhere on 
standard-gauge track, can be re- 
-paired with standard and inter- 
changeable parts at any railroad 
shop in America. 

Thus shippers and travelers 
have the benefit of through serv- 
ice; farmers have national mark- 


ets for their crops; manufacturers 
can get raw materials from the 
four corners of the nation; con- 
sumers everywhere have the 
choice of goods from every part 
of the country. 

These advantages are the result 
of cooperation among the rail- 
roads which, while competing for 
business, also work together 
through such organizations as the 
Association of American Rail- 
roads, their mutual agency for the 
improvement of all railroading. 

And today, as in the past, they 
are engaged in a progressive pro- 
gram of research and develop- 
ment in equipment, materials and 
methods to the end that the 
American railroads shall continue 
to provide the most economical, 
the most efficient, and the safest 
miss transportation in the world. 





WASHINGTON 6. D.C. 
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This is under no circumstances to be construed as an offering of these securities for sale, or as an offer 
io buy, or as a solicitation of an offer to buy, any of such securities, 
The offer is made only by means of the Prospectus. 


NEW_ISSUE June 30, 1948 


600,000 Shares 


The Permanente Metals 
Corporation 


Capital Stock 


(Par Value $1.00 Per Share) 


Price $15 per share 


Copies of the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underwriters are qualified to 
act as dealers in securities and in which such Prospectus may legally be distributed, 


The First Boston Corporation Dean Witter & Co. 


Blyth & Co., Inc. 


Eastman, Dillon & Co. Schwabacher & Co. White, Weld & Co. 


Central Republic Company Hallgarten & Co. Hemphill, Noyes & Co. 


(Incorporated) 


Paine, Webber, Jackson & Curtis Shields & Company 


E. H. Rollins & Sons 


Incorporated 























This anneuncement is neither an offer to sell nora solicitation of an offer to 
buy any of these Bonds The offer is made only by the Prospectus. 


$90,000,000 
New York Telephone Company 


Refunding Mortgage 3% Bonds, Series F 
Dated July 1, 19/8 Due July 1, 1981 


Interest payable January Land July 1 in New York city 


Price 101% and Accrued Interest 





Copies of the Prospectus may be obtained from only such of the undere 
signed as may lesally offer these Bonds in compliance 
with the securities laws of the respective States 


MORGAN STANLEY & CO. 


BLYTH & CO., INC. THE FIRST BOSTON CORPORATION GLORE, FORGAN & CO. 


GOLDMAN, SACHS & CO. HARRIMAN RIPLEY & CO. KIDDER, PEABODY & CO. 


ncorporated 


SALOMON BROS. & HUTZLER SMITH, BARNEY & CO. 


LEHMAN BROTHERS 
STONE & WEBSTER SECURITIES CORPORATION UNION SECURITIES CORPORATION 


June 30, 1948. 
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Dinance Week a 





grams, the spending figures above repre. 
sent a moderate rise over the preceding 
year. It is in the spending categories 
directly related to World War Ii—na- 
tional defense costs, veterans’ programs. 
interest and foreign aid—that the tre. 
mendous increases have taken place. 

In some other categories, in fact, out. 
lays would have been larger except for 
postwar prosperity. 

Public-works projects, for example, 
have been held down. No provision has 
been made for relief or work relief in 
postwar budgets. Outlays for farm. aid 
would have been much larger if farmers 
had been less prosperous. The abundance 
of jobs in private industry has reduced 
veterans’ claims for unemployment com. 
pensation and school aid 

A business setback, thus, might have 








—Harris & Ewing 
$7,500,000,000 SIGNATURE 


The honor of writing the largest check ever 
drawn on the U.S. Treasury goes to Secre- 
tary John W. Snyder. Actually, it was like 
taking billions out of one pocket and putting 
them in another, since the money came from 
the Unemployment Trust Fund and went to 
the Bureau of Accounts for investment in 
Treasury certificates. 











the effect of pushing federal outlays 
higher in some important fields. 

High-cost Government, in any case, 
is here to stay. Until there is a definite 
turn for the better in world relations, 
there seems to be but little likelihood o 
cutting spending very much below $40, 
000,000,000 a year. Military outlays are 
to be on an increasing scale in the period 
ahead. Foreign-aid expenditures will con- 
tinue at high levels for years. 

Taxes, to support such a Government, 
must be held at levels that dwarf an) 
taxes this country ever saw before the 
war. This is the burden that World Wa! 
II saddled on the American taxpayet. 
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ample, 
on has 
‘lief in 
‘maid 
armers 
ndance >» What the U.S. is giving Western Europe under the European Recovery Program 


—_ is a whole lot more specific than what it is getting in return. The deal is 
dollars and goods for a lot of promises to push recovery and reform. 

t have That's the general impression left by the bilateral agreements now being 
— signed by the ERP countries with the U.S. 

American negotiators talked tough, but, in the end, ate humble pie. 

ERP countries objected to having their internal decisions, eSpecially about 
when and how to revalue currencies, made for them in Washington. 

To keep peace in the family, the U.S. backtracked, settled for generali- 
ties. The really specific points about ERP are that the U.S. puts $5,000,000,- 
000 on the line as angel for the show and retains rights as prompter. 











Specific U.S. controls over actions of ERP countries are to be mild. 

Each country can put its own house in order pretty much as it pleases and 
at its own pace. The agreements only point the general path that recovery ef- 
forts should take. Time will tell how effective U.S. nudging will be. 

Big aim is to keep Russian war power out in the cold. 

U.S. doesn't intend to buy recovery by rearming Russia. Washington will 
crack down on ERP countries that send potential war goods to the Soviet world. 

Checks will be made on what Europeans do with goods. Aid stops if U.S. 

- isn't satisfied. Otherwise, ERP nations, in general, can go their own way. 
E The U.S. cannot force currency devaluation, balanced budgets, or reductions 
Bone: in trade barriers on the ERP countries at any particular time. 
s like These countries agree only to do what is necessary to establish financial 
— Stability and to increase trade. Budgets will be balanced "as soon as practica- 
we: ble," and "sustained effort" will be made to promote business recovery. 

Access to strategic materials for the U.S. is stressed. ERP countries agree 
—s to help the U.S. get strategic materials for defense stockpiling at reasonable 
outlays prices. But home needs and commercial interests in these countries must be 
y Case, taken care of first. Increased production of strategic materials will be sought. 
— Profits of new American enterprises in ERP countries can be taken home. 
ood of Conversion of profits and dividends into dollars is guaranteed. 
y $40,- Nationalization of American property in ERP countries may give rise to 
plac claims. ERP countries agree to take these before international tribunals. 
ill con- Cartels and "restrictive business practices" will be discouraged. 
iil Local currency will be set aside equal in value to U.S. aid received. Part 
rf any of this money will pay expenses of the Economic Co-operation Administration 


= abroad. The rest will go toward developing production in Europe or develop- 
C War 
payer. (over) 
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WORLD COMMERCE-INDUSTRY-~ (Continued) 


ment of scarce materials needed by the U.S. 

European reaction to these pacts is that they give reasonable play to ERP 
countries. U.S. apron strings aren't too taut. Effect is to make certain quick 
approval of the agreements by European parliaments. 





>> Most ERP countries did lose one round to the U.S..ee. 

It concerned goods from U.S.-occupied areas, such as Germany and Japan. 

Such goods will be as freely admitted by these ERP countries as goods from 
any other countries. This is important. 

It_ means that special barriers cannot be set up against, for example, cheap 
Japanese goods. That's happened in the past--to protect home industries. 

But now the U.S. wants to put these occupied areas back on their feet, 
make them self-supporting. Easiest way is by developing export markets. 

Not _ all the ERP countries would agree to admit these goods so freely. 

Britain, for instance, with her big textile industry, refused to go along 
on Japanese goods. France followed the British lead. But both countries will 
give a break to goods from the U.S. zone of Germany and from Trieste. 

Nursing along exports of occupied areas in this way is bound to make for 
repercussions in the U.S. It can only mean that American industries, too, will 
eventually be faced again with competition from Japanese and German factories. 
But U.S. industries can stand competition better than European. 

















>> Australia looks like a waning market for American and British cars. 
Dollar shortage already has forced cut in Australian imports from the U.S. 
Now the first all-Australian cars are on the assembly lines. 
These new cars will be on sale in September, will be priced below the cheap- 








est American cars sold in Australia. 

The manufacturers estimate that in five years production will be big enough 
to meet Australian demand for cars in their price class. 

The British automobile industry will be hit harder than the American by this 
development. Australia has become a ranking market for British cars. American 
companies have protected themselves by setting up assembly plants in Australia, 
as they have in Europe, South Africa, Argentina and Canada. 





>> Canada is rapidly piling up gold and U.S. dollars again..... 

Dangerous drain of last year has been reversed. 

Canadian reserves of gold and U.S. dollars on June 23 totaled $742,000,000, 
up 60 per cent since the postwar low reached last December. 

Restrictions cut imports from the U.S. 9 per cent in the first five months 
of 1948, compared to 1947. Exports to the U.S. jumped 34 per cent. 

Aluminum is a big factor in this jump. U.S. plane program creates need for 
much more Canadian aluminum, as power shortages hamper U.S. producers. 

Another factor helping Canada is that she is getting paid cash now for ex- 
ports to Britain. Canadian credit to Britain was frozen in April. 

ECA dollars now are flowing into Canada in growing volume. 

Upshot is that Canada is rapidly rounding the corner. If crops are good, 
Canada should show a big surplus in her international accounts this year. 

Canadians are clamoring for more American products. More imports from the 
U.S. will be allowed, eventually. But Ottawa wants to see more dollars on hand 
first. In the end, ECA dollars will open up the Canadian market again. 
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= Life Around the World 


Course on how to sell U.N. in home countries 


prepares employes for a three-month vacation 


LAKE SUCCESS, N. Y. 

OST OF THE NON-AMERICAN employes 
M of the United Nations are getting 
ready to go back home this summer. For 
the first time since the organization was 
set up, staff members are to have vaca- 
tion trips to their own countries, with 
travel bills paid. 
, About 1,200 of the 2,900 employes are 
planning to take advantage of the oppor- 
tunity. And while they're away they will 
be expected to win friends and influence 
people in favor of the United Nations 
idea. 

Their job of selling the U.N. to the 
folks back home is a deliberate project. 
Briefing sessions now are being held. 
Each week the employes who are about 
to go home on leave are called together 
for lectures on the functions and achieve- 
ments of the various U. N. units, 

In the group are engineers, professors, 
financiers, economists and _ professional 
civil servants from countries scattered all 
over the world, All of them have good 
contacts in their own lands. Secretary 
General Trygve Lie wants to get the ben- 
efit of those contacts to do a little culti- 
vating of faith in the United Nations, 

Mr. Lie intends that these 1,200 em- 
ployes shall be able to lecture before 
groups of their fellow citizens if they are 
invited to do it. Even if they are not asked 
to lecture, he believes they can do the 
U.N. a lot of good just by talking up the 
organization during their vacations at 
home. 

A point Mr. Lie wants to make is that 
the U. N. already is accomplishing more 
than the League of Nations did and that, 
thus, it should continue to get the sup- 
port of the ordinary people of member 
nations, 

The vacationers will have plenty of 
time to talk about U. N. back home be- 
cause of the liberal policy on vacations. 
In fact, generous vacations and exemption 
from income taxes are the two big advan- 
tages of working for the world organiza- 
tion. One Latin American expressed the 
typical attitude toward leave this way: 
“We gripe about working conditions at 
Lake Success and complain about the rate 
of pay and the long night hours. But it 
would be impossible to find other work 
that would give us as much as we get 
out of biennial home leaves.” 
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The policy works out like this: Each 
employe is allowed six weeks’ leave each 
year. He can take all of it that year, or he 
can carry over half of it to the next vear. 
Every two years, each non-American em- 
ploye can use his leave for a trip to his 
home country, with traveling expenses of 
himself and his family paid. 

This vear, besides the normal six weeks’ 
leave, many employes will be given an 
extra 10 days or two weeks off to get 
ready for traveling. They'll be allowed 
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traveltime, too. And a lot of them have 
carried over three weeks’ leave credit 
from last year. When it all is added up, a 
good many employes will have about 
three months’ vacation. 

Actually, about 600 of them: will be 
away even longer than that, for they will 
be asked to staff U.N. meetings in Eu- 
rope either before or after going to their 
home countries, First they will help with 
the Economic and Social Council meet- 
ing that opens July 17 at Geneva, Switz- 
erland. Then, in September, they will 
move to Paris for the General Assembly 
meetings. 

A few of the non-American employes 
won't take advantage of their chance to 
go back home at U. N. expense. Most of 
the Chinese, for example, will stay in the 
United States rather than face the perils 
of war and inflation at home. But nearly 
all of the others, including the Russians, 
will be homebound soon. 

The exodus is just getting started now. 





By August it will be in full swing. In a 
few weeks, about the only staff members 
left in the former war plant that houses 
U.N. headquarters will be Americans 
and a few foreigners who don’t want to 
go home. Counting traveltime, vacations 
and time spent working at Geneva and 
Paris, it will be Christmas before some 
of the U.N. workers get back to Lake 
Success. G. I. 


Smuggling supports 
half of Hong Kong 


HONG KONG 
MUGGLING IS BIG business in Hong 
Kong—one of the biggest, in fact. 


More than half the population of this 
prosperous British crown colony probably 
is supported, directly or indirectly, by the 
smuggling trade. 

Business troubles in nearby China are 
responsible, in large measure, for the 
prosperity of Hong Kong as an “under- 
ground trade center.” Private trade in 
China is hampered by the civil war and 
the inflation which has been all but out 
of control for months. As a result, a 
big share of China’s normal trade has 
switched to Hong Kong to avoid foreign- 
exchange and import controls. The smug- 
glers have moved with the business. 

Now Hong Kong’s business in contra- 
band trade has reached a tremendous 
scale. The exact amount cannot be de- 
termined, but some trade experts estimate 
that the value of shipments smuggled 
into China through the Hong Kong “un- 
derground” runs as high as $4,000,000 to 
$5,000,000 a month—or 10 per cent as 
much as China’s legitimate trade. 

Here is how the import end of Hong 
Kong’s smuggling business operates: Le- 
gitimate trading firms and agencies im- 
port large varieties and quantities of 
products into Hong Kong. A concern 
engaged in smuggling unlicensed imports 
into China buys these goods with dollars 
purchased in Hong Kong’s open market. 
The goods then are smuggled into China. 
As many as 300 firms are said to be oper- 
ating in this manner. The smuggling syn- 
dicates have fixed fees—ranging from 30 
to 50 per cent of the value of the ship- 
ment. 

The overland smuggling shipments 
from Hong Kong to China usually are 
transported in small quantities. For ex- 
ample, several hundred coolies are 
rounded up, each loaded down with a 
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hundred pounds or so of cigarettes, medi- 
cine or cosmetics and sent across the fron- 
tier from the British crown colony into 
China aboard the Kowloon-Canton rail- 
road. The coolies dump the contraband 
at prearranged spots on the Chinese side, 
where other members of the smuggling 
syndicate pick it up. 

Bigger shipments are smuggled into 
China aboard junks or as unmanifested 
cargo on licensed carriers. The smuggling 
organization bribes a member of the crew 
who arranges to hide the contraband 
aboard the ship. The goods then are un- 
loaded in a Chinese port, often with the 
connivance of customs officials. The more 
daring gangs occasionally board the ships 
in the guise of pirates and haul off their 
illegal cargoes. 

Chinese Government regulations, ° is- 
sued at Nanking, seem to help, rather 
than hinder, the big export smuggling 
business. The Government last year in- 
sisted that private traders had to surren- 
der their foreign exchange at the official 
rate. Since the traders were paying ex- 
tremely inflated prices for their exports 
and labor, they found that they couldn’t 
export at a profit. As a result, substantial 
quantities of China’s normal exports— 
tung oil, raw silk and wolfram, in particu- 
lar—were diverted from official channels 
to the smuggling trade. The products are 
carried from China into Hong Kong in 
small quantities. 

Until recently, the smugglers sold the 
illegal exports to legitimate trading firms 
in Hong Kong for transshipment abroad. 
During the last few months, however, 
they have been running into trouble. Ex- 
porters now must produce certificates 
showing the origin of all Chinese prod- 
ucts. Theoretically these certificates are 
issued by Chinese officials only for author- 
ized exports. That has cut down consider- 
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ably the flow of illegal Chinese exports 
through Hong Kong for the time being— 
but trade officials are sure that the smug- 
glers sooner or later will come up with a 
new trick to beat the law. Bee 


Racing is important, 
Frankfurt decrees 


FRANKFURT 

OING TO THE RACES is quite the thing 

G among Germans of this West Ger- 
man capital this summer. 

Horse racing draws gates up to 10,000 
each week end. Grandstands handle 3,000 
to 6,000 for motorcycle dashes. Both 
tracks are within 10 minutes from the 
center of town, an important point to 
transport-short Germans seeking a bit of 
relaxation, 

Too, there’s the lure of gambling on 
the horses. “Hot tips” are as frequent, 
and as frequently wrong, as anywhere 
else in the world. 

Betting is by the mutuel system, from 
a minimum of 10 marks ($3) up. Odds 
are surprisingly good, with winners often 
paying 10 to 1, place bets 4 to 1. All 
betting is in marks. 

Along with the horses, the customer 
gets a snappy band concert, some poor 
beer or fruit phosphates, sometimes a 
creamless ice cream, and, with food tick- 
ets, thick bread and meat sandwiches. 

These side attractions are available at 
the motorcycle races also, but there is no 
betting. Thrills are in watching the riders 
risk their lives on a banked concrete track 
that hits a 90-degree angle at the top. 
One cyclist was killed recently. 

Public opinion beat down a recent at- 
tack on racing as a luxury Germans 
couldn’t afford. The city government up- 
held the popular view that feed for horses 
and gasoline for motorcycles were well 
used in giving amusement to citizens of 
a dreary, bombed-out capital. ‘iT. F. H. 


Argentina becomes 
rags-to-riches land 


BUENOS AIRES 

ORTUNES ARE BEING made in a matter 
F of a couple of years, and, in some 
in A~gentina. Infla- 
ut it isn’t the 


cases, months, *- 
tion is partly respwas, 
whole story by any me 

Argentine firms are declaring 25 and 
50 per cent dividends regularly. Most 
profits cannot be taken out of the coun- 
try because of Government controls, but, 
if one settles here, capital often can be 
doubled and tripled in a short time. 

What happened to an Italian immi- 
grant may not be typical, but it’s a sam- 
ple of the quick profits that are possible. 


In October, 1947, a young and ambi. 
tious lad, Juan Bautista Campi, arrived 
here in the steerage with a shipload of 
Italian immigrants. He had 200 pesos 
($50) to his name, which was a lot more 
than some fellow passengers had. 

Upon arrival, he was herded rapidly 
through the local “Ellis Island,” received 
his identity and work documents, and got 
a job at once. 

Mr. Campi went to work on the night 
shift in a cotton-textile factory in Mordn, 
on the outskirts of town. He saved a little 
money. It wasn’t long before he was of. 
fered a better position, in the accounting 
department of a local shipping company, 
This job interested him so much that he 
spent all of his spare time studying every 
aspect of the business. 

The other day, Juan Bautista Campi 
arrived in Buenos Aires on an immigrant 
ship from Genoa again. He looked about 
the same—didn’t even wear a tie. But this 
time it was “his own” vessel. Mr. Campi 
is now president of a shipping company, 
which he calls “Argentina Express.” 

How did he do it? 

Mr. Campi doesn’t say, exactly, “I just 
got interested in the shipping business,” 
he explains, “Within a short time, I lined 
up a little capital and I set up my own 
business, with my wife as partner.” 

. and the ship? Is it yours?” 

“No. It belongs to the Luso-Panameiia 
Co. of Lisbon, Portugal. My company 
rents it.” 

The vessel had a Portuguese crew and 
carried 680 passengers, most of whom 
were immigrants, when it reached here 
the other day. Mr. Campi was shrewd 
enough to foresee that Argentina would 
need shipping for her 100,000-a-year 
immigration program. In coming years, 
that rate will be tripled and quadrupled, 
for President Juan D. Peron’s five-year 
plan needs man power. 

“Soon, we'll have another ship, of 10; 
000 tons. It will carry 800,” says Mr. 
Campi. B. S.R. 
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CLUES TO A COMMUNIST SPLIT 


Text of Cominform’s Attack on the Tito Regime 


What it takes to be a good Communist ruler, from 
Moscow’s point of view, now is brought out in the 
open for the first time. A Communist attack on Marshal 
Tito of Yugoslavia, usually regarded as Russia’s No. 1 
puppet in the Balkans, shows in precise terms the 
“dos and don'ts” laid down by the Kremlin for the 
men in charge of the Soviet satellites. The major 
part of the Communist Information Bureau’s accusa- 
tions against Tito is given here in full text, as trans- 
lated from the Communist Party’s newspaper in Prague, 
Rude Pravo. 


The Cominform asserts that the leadership of the Yugo- 
l. slav Communist Party has lately been undertaking an 
entirely wrong policy on the principal questions of foreign 
and internal politics, which means a retreat from Marxism- 
Leninism. In connection with that, the Cominform accepts 
the process of the Central Committee of the All-Communist 
Union of Bolsheviks, which assumed the jnitiative in un- 
veiling the wrong policy of the Central Committee of the 
Communist Party of Yugoslavia and especially the wrong 
policy of Comrades Tito, Kardelj, Djilas and Rankovitch. 
[Edward Kardelj is Vice Premier of Yugoslavia, Milovan 
Djilas has been said to be the Yugoslav Communists’ propa- 
ganda chief and Col. Gen. Alexander Rankovitch is Interior 
Minister. ] 


The Cominform finds that the leadership of the Yugoslav 

e Communist Party creates a hateful policy in relation 
to the Soviet Union and to the All-Communist Union of 
Bolsheviks. 

In Yugoslavia an undignified policy of underestimating 
Soviet military specialists was allowed. Also, members of the 
Soviet Army were discredited. Private Soviet specialists in 
Yugoslavia were submitted to a special system under which 
they were put under guard of the organs of state security, 
and they were watched. The same system of guarding and 
watching was used in the case of the representative of the 
All-Communist Union of Bolsheviks in the Information Bureau, 
Comrade Judin, and of many of the official representatives of 
the Soviet Union in Yugoslavia. 

All these facts prove that the ‘leading persons in the Com- 
munist Party of Yugoslavia took a standpoint unworthy of 
Communists, on the line of which they began to identify the 
foreign policy of the Soviet Union with that of the imperial- 
istic powers, and they treat the Soviet Union in the same 
manner as they treat the bourgeois states. 

As a result of this anti-Soviet policy in the Central Com- 
mittee of the Communist Party of Yugoslavia, slanderous 
propaganda, borrowed from the arsenals of counterrevolu- 
tionary Trotzkyism, about the “degeneration” of the All- 
Communist Union of Bolsheviks and about the “degeneration” 
of the Union of the Soviet Socialist Republics was conducted. 
The Cominform condemns these anti-Soviet conceptions of 
leading members of the Yugoslav Communist Party as incom- 
ag with Marxism-Leninism and as suitable for nationalists 
only, 
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In their policy inside the country the leaders of the 

e Communist Party of Yugoslavia are retreating from posi- 
tions of the working class and parting from the Marxist theory 
of class and class struggle. They deny the facts that capitalist 
elements in their country are growing and, in connection 
with it, that the class struggle is sharpening in the Yugo- 
slav villages. This denial comes from an opportunist opinion 
under which the period of growing from capitalism toward 
socialist class struggle does not sharpen as is taught by Marx- 
ism-Leninism but gradually ceases to exist as it is ascer- 
thined by opportunists of the type of Bukharin, who were 
deeestiiine of the theory of the peaceful growth of capitalism 
into socialism. 

Leading Yugoslav politicians are carrying out a wrong policy 
in the villages, ignoring the class differences in the villages 
and are considering [a wrong] doctrine about classes and the 
class struggle, despite the well-known Lenin precept that a 
small individual economy inexorably gives birth to capitalism 
and the bourgeoisie. 

But so far the political situation in the Yugoslav countryside 
gives no reason for self-appeasement and carelessness. In 
conditions such as those in Yugoslavia, where an individual 
peasant economy prevails, where nationalization of the soil 
does not exist, where private property of the soil is the law 
and where everyone is allowed to buy and sell the soil, where 
considerable land is concentrated in the hands of kulaks 
[rich peasants who resist collectivization], where people are 
hired for work, it is not possible to educate a party [that tries 
to] camouflage the class struggle and to appease. . . 

The leading members of the Yugoslav Communist Party are 
slipping off the Marx-Lenin path to the nationalist, kulak road 
in the question of [the role] of the working class, because 
they believe that peasants are the firmest basis of the Yugoslav 
state. 

Lenin teaches that the proletariat, as the only revolutionary 
class of consequence in the present society, must be the leader, 
hegemonous in the fight of all the people for a full, democratic 
overturn in the struggle of all workers and of the exploited 
against their suppressors and exploiters. 

The Yugoslav leaders are violating this knowledge of 
Marxism-Leninism. . . 


The Cominform is sure that the leadership of the Yugo- 
4. slav Communist Party is revising the Marxist-Leninist 
theory about the party. According to the theory of Marxism- 
Leninism, the party is the leading basic power in the country, 
has its separate program and does not dissolve in the nonparty 
mass. The party is the highest form of organization and the 
most important tool of the working class. 

In Yugoslavia, however, the People’s Front, not the Com- 
munist Party, is considered the leading force. The Yugoslav 
leaders undervalue the role of the Communist Party and, in 
fact, have left the party dissolved in the People’s Front, which 
includes quite different classes: workers, working peasants 
with an individual economy, kulaks, traders, small-factory 
owners, bourgeoisie, intellectuals, etc., as well as various 
political groups, including some bourgeoisie parties. Yugoslav 
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political leaders have stubbornly denied the fallacy of their 
conception. The Communist Party of Yugoslavia, they say, 
cannot and must not have its special program but must be 
content with the program of the People’s Front. 

The fact that in Yugoslavia it is only the People’s Front 
that is playing its part on the political scene, whereas the 
[Communist] Party and its organizations do not act openly 
under its own name before the people, is not only diminishing 
the role of the party in the political life of the country but 
also is undermining the party as an independent political force 
entitled to gain the still greater confidence of the people and 
take under its influence still broader masses of the working 
people by its open political activity, open propaganda and its 
program. 

The principal tenets of the Yugoslav Communist Party stem 
from the faults of the Russian Mensheviks, which lie in the 
dissolution of the Marxist party into a nonparty mass 
organization. 

All these conditions prove that there are tendencies to 
liquidate the Communist Party in Yugoslavia. 

The Information Bureau maintains that such a policy of the 
Central Committee of the Communist Party of Yugoslavia 
endangers the very existence of the Communist Party and, 
after all, contains a danger of degeneration of the Yugoslav 
People’s Republic. 


The Information Bureau maintains that the bureaucratic 
5 e regime inside the party is pernicious for the life and the 
progress of the Yugoslav Communist Party. There is no intra- 
party democracy in the party, the electoral principle is not 
realized, there is no criticism and self-criticism. 

The Central Committee of the Communist Party of Yugo- 
slavia, in spite of verbal assurances of Comrades Tito and 
Kardelj, consists mostly not of elected but of co-opted mem- 
bers. The Communist Party is, as a matter of fact, half-legal. 
The party meetings do not take place, or take place secretly. 
This fact cannot but undermine the influence of the party in 
the masses. Such an organization can be called only sectarian- 
bureaucratic. 

It leads to a liquidation of the party as an active, decisive 
organism. It carries out within the party military methods 
similar to those introduced by Trotzky. 

In the Yugoslav Communist Party the rights of the party 
members are trod upon, the slightest criticism of party pro- 
cedure is followed by cruel reprisals. This must not be 
tolerated. 

The Information Bureau maintains that such a shameful, 
purely Turkish terroristic regime must not be suffered in a 
Communist Party. The very existence and progress of the 
Yugoslav Communist Party demand an end of such a regime. 


The Information Bureau maintains that the criticism of 
é. the Central Committee of the Communist Party of Yugo- 
slavia that was made by the Central Committee of VKS(B) 
[this reference was not explained] and by the central com- 
mittees of other Communist parties as a brotherly help to the 
Yugoslav Communist Party, creates for its leadership all the 
conditions necessary for the correction of the faults committed. 
But the leaders of the Communist Party of Yugoslavia, af- 
fected by exaggerated ambition, megalomania and conceit, in- 
stead of honestly accepting this criticism and taking the path 
of Bolshevik correction of these faults, received the criticism 
with dislike, took a hostile standpoint toward it and in an anti- 
party spirit, categorically and generally denied their faults, 
violating the doctrine of Marxism-Leninism and com- 
pounding their antiparty errors. 

When the Yugoslav leaders proved unable to refute the 
criticism by the Central Committee of the VKS(B) and 
central committees of other brotherly parties, they took a 
path of direct deception of their party and of the people. 
They kept the criticism of their wrong policy from the party 
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and from the people, and they kept secret also their actual 
reasons for settling their accounts with Comrades Zujovitch 
and Hebrang. [Sreten Zujovitch, former Finance Minister, 
and Andrija Hebrang, former Minister of Light Industry, were 
purged recently. ] 

After the criticism of the Yugoslav leaders by the central 
committees of the VKS(B) and of the brotherly parties, these 
former [ministers] tried to put into effect many left-wing 
provisions—laws—by means of decrees. The Yugoslav leaders 
quickly issued new legal provisions about the nationalization 
of smal] industry and retail trade. The fulfillment of national. 
ization has not been prepared. The speed with which these 
legal provisions were made can only make the supplying of 
the Yugoslav population more difficult. 

In the same haste they issued a new law about a grain tay 
on the peasants. It was not well prepared, and _ therefore 
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POLITBURO’S ANDREI ZHDANOV 
His signature lent Kremlin emphasis to the charges 


cannot but disorganize the supplying of the town populations 
with grain. 

Finally, they proclaimed in magnificent declarations theit 
love and devotion to the Soviet Union, although it is known 
that they have been carrying out a hateful policy toward the 
Soviet Union. 

The leaders of the Communist Party of Yugoslavia declare 
a policy of liquidation of capitalist elements in Yugoslavia. In 
the letter to the Central Committee of VKS(B) on April 13, 
1948, Tito and Kardelj wrote that the Politburo of the Centra! 
Committee “works for liquidation of the vestiges of capitalism 
in our country.” 
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In accordance with this conception, Kardelj in his speech 
in the People’s Parliament of the Federated People’s Republic 
of Yugoslavia on April 25 declared, “In our country the days 
of all exploiting of man by man are numbered.” 

Such orientation of leading members of the Communist 
Party of Yugoslavia for the liquidation of capitalistic elements 
under the present conditions in Yugoslavia and therefore for 
the liquidation of kulaks as a class cannot be described other- 
wise than as adventurous and non-Marxist. 

This problem is not to be solved when there prevails in 
the country an individual economy, which inevitably gives 
birth to capitalism; when the conditions for mass collectiviza- 
tion of agriculture are not prepared and when a majority of 
the working peasants is not convinced of the advantages of a 
collective economy. 

The experiences of VKS prove that only on the basis of 
mass collectivization of agriculture, liquidation of the last and 
the most numerous exploiting class, the kulaks, is possible and 
that liquidation of the kulak as a class is an integral part of 
the collectivization of agriculture. 

To make successful a liquidation of the kulaks as a class and, 
therefore, a liquidation of all capitalist elements in the country, 
it is requested that the party carry out preliminary work that 
tends to restriction of the capitalistic elements in the country, 
the consolidation of the union of the worker class and 
peasantry under the leadership of the worker class, the devel- 
opment of socialistic industry. Speed in this respect can bring 
only irreparable damage. 

Only on the basis of these measures, carefully prepared 
and carried out, can the transition from restrictions of the 
capitalist elements in the country toward their liquidation 
be made. 

Whatever the attempts of the Yugoslav leaders may be to 
solve this problem in haste and by making decrees in official 
offices, they mean either an adventure doomed to failure or 
boasting and a vast demagogical declaration. 

The Information Bureau maintains that these left-wing 
decrees and declarations of the Yugoslav leadership are cal- 
culated to mask their refusal to confess their faults and to 
correct them honestly. 


With regard to the situation created in the Communist 

e Party of Yugoslavia and in an effort to grant the leaders 
of the Yugoslav Communist Party a possibility of finding a 
way out of the situation, the Central Committee of VKS(B) 
and other central committees of other brotherly parties 
[decided] to discuss the situation in the Yugoslav Communist 
Party at a meeting of the Information Bureau under the 
same formal party principles under which activity of other 
Communist parties had been discussed at the first meeting. 
But the various proposals of brotherly Communist parties 
to discuss the situation in the Yugoslav Communist Party in 
the Information Bureau the Yugoslav leaders answered with 
a refusal. 

Trying to avoid the justified criticism of the brotherly parties 
in the Information Bureau, Yugoslav leaders took a position 
about their “not having. equal rights.” It is necessary to say 
that not a word of this version was true. It generally is known 
that Communist parties, while organizing the Information 
Bureau, went on the incontestable principle that every party 
had to settle the accounts of its activity before the Information 
Bureau and that every party had a right to criticize other 
parties. 

During the first meeting of the nine Communist parties 
[in the bureau] the Yugoslav Communist Party made wide 
use of this right. The fact that the Yugoslavs refused to 
settle accounts of their activity before the Information 
Bureau denotes a violation of the equal right of Communist 
parties and is tantamount to a request to create a privileged 
position for the Yugoslav Communist Party in the Informa- 
tion Bureau, 
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With regard to all that has been stated, the Information 

e Bureau agrees with the evaluation of the situation in 
the Yugoslav Communist Party, with the criticism of the faults 
of the Central Committee of the Communist Party of Yugo- 
slavia and with the political analysis of these faults as it was 
explained in letters of the Central Committee of the VKS(B) 
to the Central Committee of the Communist Party of Yugo- 
slavia in March-May, 1948. 

The Information Bureau comes to the unanimous conclu- 
sion that by their antiparty, anti-Soviet opinions, incompatible 
with Marxism-Leninism, by their attitude in their refusal 
to take part in the session of the Information Bureau, the 
leaders of the Communist Party of Yugoslavia pitted 
themselves against the Communist parties that are members 
of the Information Bureau, they passed to secession from 
a united socialistic front against imperialism and took the 
way of betrayal of the international solidarity of the working 
masses and they took the way of transition on positions of 
nationalism. 

The Information Bureau condemns this antiparty policy and 
the processes of Central Committee of the Communist Party 
of Yugoslavia. 

The Information Bureau finds that as a result of all this, 
the Central Committee of the Communist Party of Yugoslavia 
puts itself and the Yugoslav Communist Party outside the 
family of brotherly Communist parties, outside the united 
Communist front and, therefore, outside the ranks of the 
Information Bureau. 


Summary 


The Information Bureau maintains that the basis of all 
these faults of the leadership of the Communist Party of 
Yugoslavia is the incontestable fact that in its leadership 
in the last five to six months openly nationalistic elements 
prevailed and were formerly masked. It said the leadership of 
the Communist Party of Yugoslavia had parted with the inter- 
nationalistic traditions of the Yugoslav Communist Party and 
had taken the path of nationalism. 

Yugoslav leaders, orienting themselves badly in the inter- 
national situation and frightened by extortionate threats of 
the imperialists, think that by a series of concessions to im- 
perialistic states they can gain the favor of these states to 
make an agreement with them about the independence of 
Yugoslavia and gradually to implant in the Yugoslav peoples 
the orientation of these states; that is, the orientation of 
capitalism. 

At the same time, they silently go out on the well-known 
bourgeois-nationalistic thesis under which the “capitalist 
states represent merely less of a danger to the independence 
of Yugoslavia than to the Soviet Union.” 

Yugoslav leaders presumably do not understand, or at least 
pretend not to understand, that a similar nationalistic concep- 
tion can lead to a lowering of Yugoslavia to the usual bourgeois 
republic, to a loss of Yugoslav independence to the imperial- 
istic countries. 

The Information Bureau does not doubt that in the core of 
the Communist Party of Yugoslavia there are enough sound 
elements that are truly faithful to Marxism-Leninism, faithful 
to the internationalistic traditions of the Yugoslav Communist 
Party and faithful to the united Socialist front. 

The aim of these sound elements of the Communist Party 
of Yugoslavia is to force their present party leaders to confess 
openly and honestly their faults and correct them; to part 
from nationalism; to return to internationalism and in every 
way to fix the united Socialist front against imperialism. Or if 
the present leaders of the Communist Party of Yugoslavia 
prove unable to do this task, to change them and to raise from 
below a new internationalistic leadership of the Communist 
Party of Yugoslavia. The Information Bureau does not doubt 
that the Communist Party can fulfill this task. 
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“T think too much planned economy, 
which is a high sounding phrase for Gov- 
emment interference, is disastrous— more 
disastrous than none. 

“It is false to assume that American in- 
dustry, if unhampered by planned inter- 
erence, cannot maintain its supremacy over 
the rest of the world as it has in the past. 

“Other countries now have machinery, 
of course. But we can have and do have 
and will have better machinery. 

“We have better brains—in industry, 
not in polities. Our best brains shun politics. 





“American business is not perfect, but 
itis more nearly perfect than American 
politics. 

“Gambling in business, as in anything 
tke, should be barred by law. 

“Honesty should be enforced in business 
sin every activity. 


have warned the pohticians to 


Off Business 


FROM A LETTER BY 


William Randolph Hearst 


PUBLISHED IN THE HEARST NEWSPAPERS, MAY 13, 1935 





“In other respects let the American busi- 
nessman conduct his own business in his 
own successful and beneficial manner. 

“He has more ability than the politi- 
cians, and more morality, too.” 


YVAN a 


Today, as in 1935, American industry and 
consequently American prosperity is being 
hampered by ignorant political interference. 

The Hearst Newspapers have warned again 
and again that government domination of busi- 
ness can be nothing less than disastrous to 
business and damaging to the country. And 
these papers continue to believe that if the 
American businessman is allowed to do his job 
in his own capable and creditable way, we will 
have the most united and satisfied and pros- 
perous community in the world. 
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Bar to Senator as Defense Secretary . . . U.N. Post 
For Mr. Stassen? . . . Britain’s Jitters Over Berlin 


Justice William O. Douglas, of the 
Supreme Court, would not resist a 
draft to head the Democratic ticket, 
but he is not to be available for draft 
to fill second place on a Truman 
ticket. Mr. Truman would like Jus- 
tice Douglas as his running mate in 
November. 


x wk * 


President Truman is to count heavily 
upon the support of union leaders in 
his effort to the November 
election. 


win 


x *k * 


Representative Charles Halleck, of 
Indiana, thought that he had been 
promised second place on a Dewey 
ticket and so told friends after he had 
thrown Indiana’s votes to Thomas E. 
Dewey for the Republican nomina- 
tion at the Convention in Philadel- 
phia. Senator Wayne Morse, of Ore- 
gon, set under way the revolt of Re- 
publican Senators that finally blocked 
the Halleck selection. 


xk * 


Senator Edward Martin, of Pennsyl- 
vania, is barred by law from selection 
for the job of Secretary of National 
Defense. The Secretary, under the 
law, cannot have served as a commis- 
sioned officer in the regular armed 
services within 10 years of his ap- 
pointment. Senator Martin was a 
major general in World War II. 


x * * 


The Secretary of Defense in a Dewey 
Cabinet, in fact, cannot be any pres- 
ent Senator, unless his term expires 
this year. The Constitution forbids the 
appointment of any Congressman, 
during his term of office, to an execu- 
tive office which has been created dur- 
ing that term. 


ae. Pas 


Harold Stassen is not to be offered a 
Cabinet job by Governor Dewey in 
event of his election to the Presi- 
dency. Mr. Stassen might be offered 
an important post in the United Na- 
tions, although it is far from certain 
that he would accept. 
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Senator Arthur Vandenberg will be in 
line for Secretary of State in any 
Dewey Cabinet if John Foster Dulles 
is unable for any reason to accept 
that post. 


x we 


James M. Mead, former U.S. Sen- 
ator, is at the top of the list of those 
now being considered by President 
Truman for the Secretaryship of La- 
bor, vacant as a result of the death of 
Lewis Schwellenbach. 


xk * 


Joseph Stalin is bothered by the pros- 
pect that his satellite Communist dic- 


tators will tend to get together to . 


challenge the power of the No. 1 
Communist dictator. That’s why the 
example of Marshal Tito in Yugo- 
slavia is so disturbing to the Russian 
Communist Party leaders. 


xk * 


High U.S. State Department officials 
at first refused to believe reports from 
their diplomatic representatives in 
Yugoslavia that something important 
was stirring there. When the Comin- 
form attacked Yufgoslavia’s Tito, 
U. S. officials were caught by surprise. 


Kw  o% 


James Forrestal, Defense Secretary; 
Robert Lovett, Under Secretary of 
State, and Mr. Truman made up the 
team that has directed U.S. policy in 
meeting the Russian challenge at Ber- 
lin. This group took over from Gen. 
Lucius Clay after the Russians 
started their big squeeze play to force 
U.S. out of Berlin. 


xk * 


President Truman, when he worked 
out details of Berlin’s occupation at 
his Potsdam Conference with Joseph 
Stalin, forgot to arrange for a supply 
corridor to the German capital. Ber- 
lin, as a result, is cut off from land 
contact with the West, except as Rus- 
sian troops permit that contact. 


x * * 


Feelers are out from Russia suggest- 
ing that, if Western powers will 


evacuate Berlin, Russians will hy 
willing to get out of Austria, wher 
their experiment in communistic op. 
eration of industry is close to th 
financial rocks. 


kk & 


Lend-Lease of military equipment tg 
nations of Western Europe, if revived 
by U.S., will be financed as part of 
the total budget for defense, not as 
separate project. The proposal will } 
offered as a means of aiding others igi 
defend themselves as an alternative 
to a larger defense force for U.§. 


x *k * 


The B-36 superbombers, of which the 
U.S. Air Force ordered a large num 
ber, are not coming up to performang 
expectations. Each one of these plang 
costs millions of dollars, and its fault 
are causing Air Force headaches. 


xk * 


Winston Churchill really touched of 
the latest war scare by comparing 
issues involving the future of Beth 
with those that were faced in Munich 
when Britain and France _backe 
down rather than stand up to Hitler, 
The British got the war jitters 
time, while U.S. got them badly whet 
Czechoslovakia was gobbled up 
Communists. 


x k * 


Averell Harriman, U.S. Marsh l 
Plan Ambassador to Europe, is being 
backed by top officials in Washing: 
ton in his argument with Britain’s Sf 
Stafford Cripps over conditions tol 
attached to Marshall Plan aid. 3i 
Stafford challenged Harriman’s 4 

thority, but lost out. 


xk kk 


John J. McCloy, World Bank pte 
dent, is to be under some pressure 
step up loans to nations in the Ki 
sian sphere who now may show! 
readiness to turn their eyes westwatt 
rather than to Moscow in search 

some of the good things of life. East 
ern Europe is not developing enthtt 
siasm for the fare that Russia hant 
out. J 
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